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University Training for Business Men* 
By Myron T. Herrick 
Ex-Governor of Ohio 


The whole world follows, with unabated interest, any tale 
of human life that portrays the career of a young man. The 
story of his achievement is, and ever has been, among the lead- 
ing subjects of the historian and the favorite themes of the nov- 
elist. In his tens of thousands of lives are written, in poetry and 
prose, the history and romance of society. Therefore, to him 
who points out the way of success to the young man, and who 
labors constantly and unselfishly to supply the essentials of suc- 
cess in any field of human endeavor, laurels are unstintingly given 
by a grateful people, as a public recognition of his right to a 
high place among those to whom the world is indebted. Such a 
man was Charles Waldo Haskins. His experience taught him 
the importance to a young man, about to enter a business 
career, of having a broad foundation of thorough, systematic 
training. He gave freely of his time and experience to this end. 
In line with his convictions, he assisted, to the utmost of his 
ability, in the establishment and upbuilding of this splendid New 
York University School of Commerce, Accounts, and Finance. 
He was the first Dean of the School; and the success that the 
School already has attained is striking proof of the soundness of 
his ideas and of the permanent character of the plans that he 
did so much to work out. It is, therefore, eminently appropriate 
that the memory of Mr. Haskins should be perpetuated, and 
that this bronze tablet-—a memorial of his life and services— 





* Address on the occasion of the unveiling of a bronze memorial tablet in honor of the late 
Charles Waldo Haskins, C.P.A., in New York University, December 17, roro. 
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should be presented to the University on this occasion of its tenth 
anniversary. 

The New York University School of Commerce, Accounts, 
and Finance, early in its career, has completely justified its exist- 
ence. It has an important mission to perform. Its achievements 
are prophetic of its permanent and constantly growing utility. As 
constituted to-day, the industry of the country must have at its 
head men of trained efficiency. The day of the Jack-of-all-trades 
is gone, never to return. The man who knows, not the man who 
guesses, is the only one who now need apply. The School of 
Commerce, Accounts, and Finance is playing an important part 
in supplying such men. 

Industrial and commercial education is not one-sided. The 
employer and the young man anxious to fit himself for a suc- 
cessful business career are equally and vitally concerned. The 
employer’s success depends upon having efficient men about him. 
The president of a railroad, bank, or of an industrial or com- 
mercial enterprise, who is conscious of new conditions, will not 
surround himself with untrained men, whose capacity is limited 
to routine clerical duties. Competition demands that the em- 
ployer have efficient, well-trained labor in the shop and in the 
office. He must have about him men whose training has made 
them capable of successfully assuming larger and larger respon- 
sibilities. To the young man anticipating a business career, it 
is essential to his success that he be so trained that he can see 
and grasp the opportunities that will come to him. If he is un- 
trained and inaccurate and lacking in efficiency, he will be of in- 
different value to his employer, and in the crucible of to-day’s 
competition, must sooner or later find himself on the “ scrap 
heap.” In the past twenty-five years the manner and method of 
doing business have materially changed. The requirements 
of efficient service are now imperative in up-to-date, successful, 
militant business. A quarter of a century ago, special training 
was not thought necessary, or even desirable, for those about to 
enter business ; education, commonly, was considered a waste of 
time. Success came easily to those who possessed imagination, 
determination, and industry. Practical experience then took the 
place of special training. Industrial relations were simple, and 
the scope, even of the great industrial enterprises, was very lim- _ 
ited as compared with that of the great corporations of to-day. 
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Then industry demanded of a young man simply those qualities 
that may be developed by experience; to-day, industry demands 
that the young man possess an accurate scientific knowledge of 
principles, in order that he may make the most of later experi- 
ence. Then the average manufacturer operated a small plant, 
and sold to a local market. The details of such a business were 
simple; experience and bluff could supply all the preparation 
necessary to success. To-day, business has become so highly de- 
veloped that these qualifications, alone, will not suffice. The 
manufacturer now operates in a continent-wide or a world-wide 
market. His business is directly or indirectly affected by in- 
dustrial conditions outside of his immediate neighborhood, and 
it is sensitive to many social and political influences. 

It is only within the last decade—practically within the life 
of this School—that the banker of America has come to ap- 
preciate the necessity of understanding the philosophy of his 
business. Banking is every day becoming more complicated— 
less of a trade and more of a science. The successful banker of 
to-morrow must know more than how to shave notes—the bare 
details of his business. He must be conversant with the history 
of banking; familiar with the general laws that govern financial 
phenomena. He should recognize his obligations and relations 
to the people outside the counter, and have some comprehension 
of things other than those incident to mere money-getting. He 
should be capable of anticipating the tendency of industrial and 
financial movements of wide extent, that he may to-day begin 
preparations for the emergency of a year hence. More and more 
the banker is being depended upon to maintain the financial 
equilibrium of the community. This requires a degree of intel- 
ligence rarely gained from mere experience. The American and 
State Bankers’ Associations and the American Institute of Bank- 
ing have done much, in recent years, to inform themselves and 
the people of the necessity of currency reform, and to divert the 
“David Harum” banker from the realm of “ horse trades ” into 
broader fields of finance; but from the nature of these associa- 
tions, the educational value of their work is limited. They can 
do little more than suggest and stimulate the consideration of 
banking and financial problems along proper lines. They can 
never adequately supply the present-day demand for sound train- 
ing in the theory and practice of banking. This can be secured 
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only by following the systematic courses now offered by such 
institutions as this. 

Not only does the young man going into business to-day have 
more difficult problems to decide, and more complex relations to 
understand, but his opportunity for gaining knowledge by expe- 
rience is much less favorable than it was. Twenty-five years 
ago, the division of labor was not so minute as it is now. The 
activities of the young man in business were not then so nar- 
rowly confined. He had greater scope; his duties were much 
more varied, and he had an opportunity to understand the rela- 
tion of his special duties to the whole enterprise. Experience 
was then much more valuable as a training school. In the highly 
developed industries of to-day, experience is apt to be confined 
to the doing of routine work, which, unless the employee has a 
well-trained mind, makes him an unreasoning cog in a large 
machine, and prevents him from appreciating even the signifi- 
cance of the work that he is doing, or its relation to the enter- 
prise. Business men now recognize the importance of thorough 
industrial and commercial education, and they seek young men 
especially trained for the part they are to take. Formerly little 
attention was paid to the qualifications of the “ new boy” other 
than to know that he was of good character and industrious. 
Now he must have a foundation of education on which may be 
built a proprietor. The “new boy” of the right sort does not 
stand long on the lower rung of the ladder. 

Industrial and commercial education has an importance to soci- 
ety even greater than it has to the business man and those about 
to become business men. The most serious problems that con- 
front the state and the nation to-day are those intimately con- 
nected with industry. The regulation of public service corpora- 
tions, so that every interest concerned, the stockholders, and the 
people, shall be properly conserved; the granting of franchises 
by municipalities; the taxation of industrial and public service 
corporations and the conservation of our natural resources, are 
all problems that for proper solution demand special knowledge 
and special training, and are too closely connected with the wel- 
fare of the people to be made the playthings of demagogues and 
self-seeking politicians. The statute books of the state and the 
nation are cluttered with unwise and vicious laws relating to all 
of these questions. Some of these laws originated in good in- 
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tention ; some in the desire of self-aggrandizement ; mostly, how- 
ever, they are the result of legislation by those who did not know 
—they simply guessed. These questions will be properly settled 
only when public opinion is guided by those fitted by training and 
experience to understand them. Your phenomenal success here 
is largely due to the fact that the public believes you give your 
young men that sort of a training. 

Of equal importance to the demand for efficient service in 
public affairs is the need for conscientiously trained men in news- 
paper work. The young man to be so trained should not be 
self-selected. The great newspaper-reading public’s voracious 
appetite for news should not be fed on adulterated food, and 
the newspaper men who furnish it should be amenable to the 
pure food laws, and as severely punished as the man who insults 
a healthy stomach with sanded sugar. The newspapers of the 
country are the greatest of all powers for good or evil. Most 
newspapers take their responsibilities seriously, and endeavor to 
promote the general welfare; others cater to temporary popular 
prejudice and clamor, and make no attempt either to direct or 
reflect public opinion, unless it will pay. Such newspapers do 
not hesitate to misrepresent those in public or private life, or to 
distort and color news, if, by so doing, they can serve their own 
mercenary purpose. This University, in its school for training 
men for newspaper work, has entered a fruitful field, for in no 
other division of industry is there greater need of men possessed 
of a high sense of their responsibility, and conscientiously and 
thoroughly trained in the theory and practice of their work. As 
society becomes more and more complex in its makeup, the news- 
paper constantly requires a higher order of intelligence. It is 
impossible for an untrained mind adequately to grasp the mean- 
ing of events and correctly to appreciate the news value and 
social importance of the day’s happenings. To sift all the news 
of the day and to give to the public only that which is of real 
importance, requires great ability and integrity. For such work 
experience is not a sufficient teacher. The young man about to 
take up journalism as a life work needs such training in the 
ethics, theory, and practice of the profession as only can be se- 
cured by doing special collegiate work. 

Germany, long since, recognized the necessity of thorough in- 
dustrial and commercial training. With characteristic deter- 
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mination, the Germans applied themselves to the establishment 
of a complete system of industrial and commercial education. 
Germany now trains some of her young men for industrial pur- 
suits, some she fits for careers in banking and finance, and to 
others she is teaching proper methods of cultivating the soil. 
In short, she utilizes her young men, and thus conserves her 
greatest natural resource. She teaches them the great lesson of 
obedience and respect for the law by first making them soldiers. 
As a consequence, Germany, with a severe climate, poor soil, and 
meager supply of raw materials for manufacture, is one of the 
strongest competitors for international trade. Germany is crowd- 
ing the United States hard in the markets of the world; she has 
become a source of alarm to Great Britain, in spite of the advan- 
tage that nation has because of centuries of commercial su- 
premacy. Germany has acquired her present position, not by 
reason of the possession of extraordinary resources, but primar- 
ily because her people have the capacity for taking infinite pains, 
and because they have recognized the great advantage of having 
well-trained, thorough labor in every field of industry. 

In this country the prodigality of nature has developed a 
wasteful disposition among the people, and heretofore nature has 
borne the burden of the waste. Success has come to us so easily 
that we have become carelessly confident. We have now ex- 
hausted much of the surplus of the natural wealth of the coun- 
try, and from now on our industrial and commercial enterprises 
must be conducted along different lines, if we are not to fall 
behind in the race for commercial supremacy. In the future, a 
large part of the profits of industry must come from efficient, 
thorough organization, from the use of the most economical meth- 
ods of production, and from the application of highly trained 
minds to industrial and commercial problems; therefore, there 
will be an ever-increasing demand for young men who have re- 
ceived a systematic industrial education. The importance to the 
community of schools like this cannot be over-estimated. It is 
to such institutions that the country must look for the trained 
men—men on whom will rest the responsibility of developing to 
the utmost the industrial and commercial possibilities of the 
country. 

To the men who still hold the reins in America has been ac- 
corded the privilege of living in a momentous and stirring age. 
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They have been builders and not destroyers; men of conception 
and achievement, who have advanced civilization and lifted the 
entire fabric of society to a higher plane. They have, at times, 
counteracted revolutionary forces that threatened the life of the 
Republic. They are men mostly educated in the hard school of 
experience, but whose patriotism, while it may at times have 
been diluted, has not been blighted by the materialistic trend of 
the times. These men are destined, ere long, to leave behind a 
fair inheritance as the fruits of their labors; a marvelous trust 
to be administered by the men and boys who are now students in 
the schools and colleges throughout the land, and who happily 
are now awakening to the consciousness of the great responsibil- 
ities which shall soon become theirs. While the men now in 
power have averted appalling crises, bridged chasms, and scaled 
fortresses and challenged the admiration of the world by mar- 
velous achievements, the responsibilities awaiting these young 
men who are to step into their shoes are even greater. The 
brilliant forces of a mercantile age contain elements of devasta- 
tion, which, like dynamite, require cool heads, intelligence, and 
caution in handling. Conflicting elements and vast economic 
forces that have been at work for generations are now culminat- 
ing. These forces must be properly guided, and upon the ability 
to deal with them depends the onward and upward course of 
civilization. To the young, courageous American, with his abil- 
ity, genius, and delightful optimism, the path is not dark and 
stormy ; he has a chart of experience before him more than two 
centuries old—if he will consult it—on which he may clearly 
trace the successes and failures of kingdoms, empires, and re- 
publics, and profit thereby. Meantime, it is in such as you that 
the hope of the future lies. 


251 








The Inception and Foundation of the School of 


Commerce, Accounts, and Finance* 
By Leon Brummer, C.P.A. 


Like many other great and good things which have come to 
light, the School of Commerce, Accounts, and Finance was born 
of necessity. Prior to the founding of this School, the practicing 
accountants of the City of New York, and probably of all the 
United States, felt most keenly that so far as concerned the 
training of the future generation in the practice of accounting, 
there was no school other than the School of Hard Knocks and 
Experience. The literature on accountancy was not very exten- 
sive, and much of it would not apply to the needs of this country. 
The accountants did not often come together, so that there was 
seldom an interchanging of professional ideas and thoughts. The 
accountant knew little of finances, little of commercial law, not 
any too much of economics, and, so far as his knowledge of ac- 
countancy was concerned, it was limited to his own practice. 

The profession might have continued for another decade in 
its modest field of usefulness, were it not for the keen insight of 
some of the more thoughtful men; they were able to foresee that 
the science of accountancy could not be overestimated as to its 
importance, and that to rise to the fullness of usefulness, ac- 
countancy should stand upon as good a foundation as did other 
professions. I must here refer to the passing of the Certified 
Public Accountants’ Law. In 1897, through the efforts of cer- 
tain accountants, among whom I recall Francis Gottsberger, 
Frank Broaker, Charles W. Haskins, Rodney S. Dennis, John 
Hourigan, E. W. Sells, H. R. M. Cook, and others, the Legisla- 
ture of the State of New York passed the C. P. A. law. Shortly 
after, in the spring of 1897, the New York State Society of Cer- 
tified Public Accountants was incorporated. It did not take many 
meetings before the all-important question—‘‘ Education ’”—came 
to the front. It was at once recognized that there could be no 
worthy profession if there was no seat of learning. Moreover, 
the first State Board of Examiners, which consisted of Charles 
W. Haskins, Frank Broaker, and Charles E. Sprague, must have 





* Address at the commemorative exercises in connection with the unveiling of a bronze 
tablet in honor of the late Charles Waldo Haskins, C.P.A., New York University, December 
17, 1910. 
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anxiously considered the total absence of a school which would 
be able to graduate successful candidates for the C. P. A. certifi- 
cate. It matters little whether the fear of no successful C. P. A. 
candidates or the desire to educate properly the rising generation 
was the direct cause of the founding of this School; the fact re- 
mains that at the November, 1899, meeting of the New York 
State Society of Certified Public Accountants, Mr. Henry R. M. 
Cook introduced a resolution requesting the President to confer 
with the Trustees of the University of the State of New York 
for the purpose of arranging for the establishment of a class for 
a technical course of study in the science of accounts, finance, and 
economy, business practice, commercial law, etc., and, moreover, 
the President was invited to codperate with kindred societies in 
this State for the purpose of successfully carrying out this reso- 
lutiori. Mr. Haskins, who was then President of the New York 
State Society of Certified Public Accountants, on December 11, 
1899, wrote to Chancellor Henry M. MacCracken requesting a 
conference with the object of effecting an agreement for the es- 
tablishment of a technical course of study in the science of 
accounts, whereby to extend to the large and important body of 
accountants, and those desiring to become such accountants, an 
opportunity to acquire the necessary technical education. Mr. 
Haskins, in his letter, goes on to say: 

“The grave and urgent necessity for a carefully educated 
body of public accountants has been demonstrated with much 
force in recent years, and this necessity is particularly em- 
phasized at this time in view of the fast-increasing number of 
public and semi-public corporations in which vast amounts of 
individual capital is invested. 

“The ranks of these Certified Public Accountants have not 
been materially augmented during the past two years, because 
intending applicants for the degree have found it difficult to 
obtain the required technical education before entering for ex- 
amination. A respectable number of accountants have, indeed, 
gained experience in the employ of certain accounting firms, and 
have acquired the necessary technical learning by special read- 
ings at night. But these, as may be readily understood, are ex- 
ceptional cases, busy expert accountants finding it very difficult 
to eke out time and opportunity for the instruction of their 
younger brethren. 
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“ The establishment of the profession of accountancy upon an 
educational foundation is manifestly its only safeguard, and the 
one proper educational foundation would seem to lie in a Univer- 
sity connection, such a connection as the Society I have the honor 
to represent may, we trust, be enabled to effect with your vener- 
able institution. 

“ We recall with regret the attempts that have heretofore been 
made to establish independent schools of account. We believe 
that the failure of these attempts has been due to the absence of 
this very University foundation which we have the honor to 
suggest to you.” 

You will note that the letter which I have just read refers to 
the fact that previous attempts had been made to establish some 
such school. On one occasion the Regents of the State of New 
York had granted a provisional charter to a School of Accounts, 
but after being in existence for less than one year the School 
surrendered its charter. 

Following this letter to Chancellor MacCracken, Mr. Has- 
kins had an interview with the Chancellor, at which Mr. Haskins 
was encouraged to arrange a conference at his house, at which 
conference, in addition to Chancellor MacCracken, were present 
the members of a Committee from the New York State Society ; 
this Committee consisted of Charles W. Haskins, President; H. 
R. M. Cook, Chairman; J. R. Loomis, O. A. Kittredge, and my- 
self. I think Mr. Sells was also present. Another conference 
was held also at Mr. Haskins’ house, and finally we were re- 
quested to prepare a course of study. This was done, and at a 
meeting of the Committee, held at the office of Mr. James G. 
Cannon, this course of study was submitted to him as represent- 
ing New York University. 

Following this, in 1900, the School of Commerce, Accounts, 
and Finance was formally opened, about fifty or sixty students 
enrolling during the first year. The students of this school were 
permitted to enter certain classes of the Law School, and, other 
than the teachers of those Law School classes, there were but 
six teachers of accounting, one teacher of economics, and one 
other teacher. I know that, judging from my own class, the ac- 
counting knowledge of the students was so ungraded, the knowl- 
edge of the teacher and his ability to teach was so uncertain, and 
the confidence of the scholars, who were continually asking for 
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instruction in higher accountancy, was so wanting, that nothing 
but the persistent efforts and the personal encouragement and 
glorious example of Charles W. Haskins kept the school from 
following in the footpaths of those schools which had gone be- 
fore. As I look upon this scene and upon the inexperience of 
the early teachers, the absolute absence of guiding precedents, the 
want of literature, the eagerness of all those students of more 
than average intellect for instruction in accounting, it is not at 
all surprising that the older and unschooled accountants of to- 
day fear to undertake the duties of a teacher in this school, but 
leave this task mostly for the men who have graduated from the 
school. 

While acknowledging the debt which we owe to members of 
the profession, some of whom I have already mentioned, our in- 
debtedness to Mr. Haskins in the labor of founding the School 
of Commerce, Accounts, and Finance is not measurable. 

As to his conception of the profession, I quote from Mr. 
Haskins’ lecture of October 2, 1900, wherein he says: 

“ The ideal conception by the profession itself of its true mis- 
sion, a conception from within and not dependent upon extrane- 
ous exigencies, places accountancy far outside the pale of 
ordinary callings, and sets it upon a platform of its own as a 
learned profession, self-impelled to culture, to moral enlargement, 
and to scientific attainment; and lays a basis of confidence for 
every business enterprise that in professional accountancy there 
is a self-centered soul of economic truth.” 

In one of the catalogues of the New York University we see, 
under the heading of History and Statutes, that New York 
University owes its foundation and its progress until this date to 
two classes of citizens: first, the public-spirited merchants, 
bankers, and professional men, who have given labor and money 
to promote liberal learning in the metropolis upon the higher 
academic models. To this class could no one be better accredited 
than Charles Waldo Haskins. 
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By FRANK A. VANDERLIP, LL.D. 
President of the National City Bank of New York City 


Two features of Charles Waldo Haskins’ character stand 
out most clearly before me as I look back on the man and his 
work. First, he was filled with unselfish professional zeal; sec- 
ond, his eyes were turned to the future, not the past. 

The last twenty years have seen the rise to deserved promi- 
nence of a new profession—that of the public accountant. I am 
sure that I represent the feeling of the great majority of business 
men when I say that the business world has watched the devel- 
opment of public accountancy with keen interest and hope. We 
hoped that it would be instrumental in bringing to the front safer, 
more conservative, more certain business methods. We hoped 
that it would supply to each business executive more scientific 
and more accurate information on which to base the conduct of 
his own affairs. We hoped, most of all, that it would help to 
place the stamp of unquestioned honesty on enterprises that de- 
serve that stamp; so that integrity might become more and more 
the most essential factor in winning business success. 

Twenty years ago the realization of these hopes through the 
agency of public accountants seemed a far-distant thing. Public 
accountancy as a distinct profession was well-established in Eng- 
land, but, outside a limited circle, had gained very little recog- 
nition in this country. Many who called themselves public ac- 
countants were lacking in the most elementary requisites for their 
work; they had neither special training nor special ability, and 
there were even instances where they were lacking in strict in- 
tegrity. Understand that I am far from imputing these defects 
to the majority of public accountants of twenty years ago; I 
mean only that as a body they had not yet set up and made 
widely known to business men definite standards of knowledge 
and of honesty. Both the science and the ethics of accountancy, 
as I understand it, were as yet unformulated. 

As the first step in raising public accountancy to a higher 





* Address on the occasion of the unveiling of a bronze memorial tablet in honor of the late 
Charles Waldo Haskins, C.P.A., in New York University, School of Commerce, Accounts and 
Finance, December 17, 1910. 
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plane it was necessary that a professional spirit should be fos- 
tered ; that a body of professional knowledge should be built ; that 
professional standards of conduct should be established. To 
help in accomplishing these things was undoubtedly one of the 
controlling purposes of Mr. Haskins’ life. He wished to realize 
this purpose, not merely for his own sake, but because it would 
make greater and more admirable the profession of public ac- 
countancy. Of the many steps that he took, guided by this pur- 
pose, I need mention only his earnest advocacy of legal control 
of the degree of certified public accountant, and his labors in 
organizing the School of Commerce, Accounts, and Finance. 

To-day the hopes which business men entertained twenty 
years ago, as to the possible services of the profession of public 
accountancy, have been largely realized. I do not mean that 
all the ideals of knowledge, efficiency, integrity, have been finally 
attained. I do mean that great progress toward these ideals has 
been made and that the ideals themselves are constantly rising. 
I can speak only as an outsider of what has been accomplished 
so far by the important profession of public accountancy and of 
what is yet to be accomplished. But judging from what I have 
observed, I feel certain that the profession is moving along the 
right lines ; is establishing itself more and more firmly as an in- 
dispensable adjunct to American business; is building up through 
its associations and literature, and professional schools, a large 
and valuable body of knowledge; and, above all, is guided by the 
spirit of unity and honesty and efficiency which is the life of every, 
profession. 

Charles Waldo Haskins no doubt would be far from desiring 
sole credit—or even more credit than many other men—for these 
achievements. It is enough to say that he was among the first 
to adopt the professional ideals of public accountancy, and that 
he was always actuated by a true professional spirit. 

The second characteristic of Mr. Haskins that I have men- 
tioned—that his eyes were turned toward the future, not the 
past—perhaps explains why he devoted himself with so much 
zeal to the up-building of the profession of accountancy; it cer- 
tainly explains why the last years of his life were taken up to a 
great extent with his duties as Dean of the School of Commerce, 
Accounts, and Finance. 

Probably his first thought at the time when he and other ac- 
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countants were just beginning to consider the possibility of organ- 
izing a professional school, on a university basis, for the training 
of public accountants, was that the profession of public ac- 
countancy would thereby be benefited. 

But Charles Waldo Haskins was too big a man to confine his 
interests to a single object. He soon came to see that such a 
school would train men for executive work in banks, in mercan- 
tile and manufacturing establishments, as well as in public ac- 
counting offices. He saw, too, that no man can become a really 
capable public accountant merely by a specialized study of figures. 
The efficient public accountant must look in and through the 
figures, and see the facts, the methods, and the men which the fig- 
ures represent. He must know something of organization, of 
transportation, of finance, if he is to be an intelligent accountant. 
And on the other hand, it is no less true that the average business 
man needs nothing more than a sound knowledge of accounting 
methods and principles. 

Seeing these truths, Charles Waldo Haskins did not attempt 
to organize a school that should simply train technical accountants 
and do nothing else. He was too sensible, too far-sighted, to 
make such an error. He intended rather to organize a school in 
which should be brought together the information and the train- 
ing that is most essential to all of us who are engaged in business 
affairs. This school, therefore, he called not “School of Ac- 
counting’; nor, if he had been primarily a financier, would he 
have called it “ School of Finance”; like the broad-gauged man 
that he was, he approved the title School of Commerce, Accounts, 
and Finance. 

So far as I know, Mr. Haskins and his co-workers did not 
issue any statement or platform showing exactly what objects 
they had in mind in organizing the School. Judging from what 
I know of Mr. Haskins and of the School itself, I suspect that 
their platform, if they had prepared one, would have set forth 
their ambitions: 


(1) To provide for young men aspiring to become public 
accountants a broad, well-rounded, professional training. 


(2) To provide for all other men engaged in business, a 
means for acquiring quickly information as to sound busi- 
ness methods and principles. 
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(3) To investigate business problems, and build up 
through investigation a complete, systematic body of busi- 
ness knowledge—which might become, in the course of years, 
a true science of business. 


(4) To raise the standards of American business effi- 
ciency. 


(5) To inculcate sound and just views as to business 
morality. 


Perhaps all these objects may not have been fully worked 
out in Dean Haskins’ mind, but they must have been at least par- 
tially in his view. Otherwise, it is not conceivable that he could 
have guided the institution, during its earlier years, along such 
lines as to lead naturally to its later development. 

The story of that development is familiar to all of us here. 
It is not merely a story of increasing numbers; it is a record of 
widening influence. We have seen other universities follow in 
the path which New York University blazed. We have seen 
indifference on the part of business men, as to university train- 
ing for business, giving way to keen interest. We have seen 
some of the best thought of the country turn toward the scien- 
tific study of everyday business problems. In this great move- 
ment toward collecting and organizing business knowledge the 
School of Commerce, Accounts, and Finance has borne a lead- 
ing and always honorable part. 

Looking back, it is hard to realize that only a little over ten 
years ago Dean Haskins presided over the first session of this 
School. There were forty students, I understand, at the be- 
ginning, against eleven hundred now. What is more important, 
there was indifference, derision, even determined opposition, at 
the beginning, against universal approval and support now. 
Dean Haskins worked in what we might call now the dark ages 
of higher commercial education. Though it was only ten years 
ago, yet the conditions and the problems that he faced, let us not 
forget, were in striking contrast to those of to-day. 

We must all agree that Charles Waldo Haskins was largely 
instrumental in bringing about the rapid change. He started to 
do the work—started it courageously, confidently—because his 
eyes were fixed on the future. He fought against derision, in- 
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ertia, misunderstanding, and partly conquered them. If he had 
lived, it would surely have gladdened his heart to see how effec- 
tively he had fought and how soundly he had built. 

Our civic and social honors are rightly given first of all to 
the man who dares when others hold back—to the pioneer who 
advances from the point where others stand still. Charles Waldo 
Haskins was a pioneer; a man of foresight, of generous pur- 
poses, of unfailing courage. It is well that we have been brought 
together in this meeting to honor his memory. 


Sinking Fund and Reserve Accounts 


By H. F. Searte, C. P. A. 


The nature and use of a sinking fund, provided for the re- 
demption of a bonded debt, is well understood, and it is not in- 
tended to enlarge upon the fund account here. On the other 
hand, there is a very considerable difference of opinion and mis- 
understanding regarding the nature and the final disposition 
which should be made of the sinking fund reserve account carried 
in order to comply with the stipulation contained in many deeds 
of trust, that the sinking fund shall be provided for in yearly 
installments out of profits. To comply with this provision, profit 
and loss is debited each year with the amount of the installment, 
which is credited to an account usually entitled “ sinking fund re- 
serve,” and a like amount is taken from cash, invested in secur- 
ities and debited to “ sinking fund,” the sinking fund and sinking 
fund reserve accounts thus balancing and offsetting each other. 

As the sinking fund, in theory and sometimes in practice, can 
be provided for without setting aside its equivalent from earn- 
ings, many accountants are puzzled to know why this provision 
should be included in trust agreements, and there is a very gen- 
eral disagreement and misunderstanding as to what should be 
done with the sinking fund reserve account when the bonds have 
been paid and the bond account and sinking fund account have 
disappeared from the balance sheet, leaving the poor, orphaned 
sinking fund reserve account looking very lonesome on the liabil- 
ity side of the balance sheet without a home and apparently with- 
out any relations. Consternation! What to do! Certainly an 
asylum must be found for it. As a matter of fact, an asylum has 
been provided for it all the time, but few appear to know where 
it is. Endeavor will be made herein to show, as briefly as possible, 
the proper disposition to be made of this much misunderstood 
account, and without going into details concerning sinking funds 
generally, which subject has already been worn threadbare. 

Reference is made to the following articles which have ap- 
peared in THE JOURNAL OF ACCOUNTANCY: 

Sinking Funds and Reserve Accounts, 

By Seymour Walton, C. P. A. (October, 1908), 
Sinking Fund and Reserve Accounts, 

By James T. Anyon, C. P. A. (January, 1909), 
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Reserves and Sinking Funds, 
By C. V. Rowe, C. P. A. (August, 1910), 
also to a paper read before the Congress of Accountants at St. 
Louis, September 27, 1904, by A. Lowes Dickinson, C. P. A. 

Mr. Walton is very positive that there is no necessity for 
charging profit and loss with the sinking fund installments, and, 
although he does not say so directly, one might infer from a 
perusal of his article that he would favor disregarding any such 
stipulation in a deed of trust. If, however, the reserve account 
has been kept in accordance with the clause in the trust agree- 
ment, he states that “the only way it can be disposed of is by a 
credit to profit and loss but no explanation has ever been vouch- 
safed as to why it was ever charged to profit and loss at all.” 

Mr. Anyon believes in the policy of setting aside the reserve, 
but states that “ while these sinking fund amounts are set on one © 
side for the purpose named, they, nevertheless, form part of the 
general surplus of the company, and are available at the right 
time for disposition the same as the rest of the accumulated earn- 
ings.” He evidently considers the reserve merely a section of the 
surplus, and advocates closing it into the latter when the bonded 
debt has been extinguished. 

Mr. Rowe thinks that when the bonds have all been retired, it 
might be a good idea to set up a “ surplus capital account ” en- 
titled “Income Capitalized by Bond Redemptions.” Further 
on he states—*“ but if the disposition of surplus is to be ascer- 
tained in the usual manner by comparison of the two sides of a 
balance sheet, there does not appear to be any logical reason for 
providing a reserve account.” 

Mr. Dickinson in the course of his very able and valuable ad- 
dress says—“ The safest way undoubtedly, therefore, in every 
case is to charge the sinking fund installment to profit and loss 
each year, and either credit it to a special sinking fund reserve or 
apply it as depreciation of some fixed asset for the renewal of 
which no cash expenditure will be required in the future.” He 
suggests goodwill or patents or some asset of a wasting character. 

The American Edition of Dicksee’s “ Auditing ” contains the 
following paragraph upon the subject—“ In view of the fact that 
whenever sinking fund charges to profit and loss are in addition 
to ample charges for depreciation, probable losses on bad debts, 
etc., they really represent undivided profits or surplus, which will 
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revert to surplus or profit and loss account after the specific pur- 
pose for which they have been temporarily set aside (i. e., the re- 
demption of the bonds at maturity) has been fulfilled, it appears 
that the correct way to state the sinking fund in the balance sheet 
is as a separate section of the surplus or undivided profits, and 
not to include it among the actual liabilities.” 

It is believed that none of those whose opinions have been 
quoted above have indicated the proper and logical disposition 
which should be made of the sinking fund reserve account when 
the bonds have been retired at maturity, except Mr. Dickinson 
whose plan for its disposition, however, would appear to hold 
good only under exceptional circumstances. He does not indi- 
cate what he would do with it in case adequate provision has been 
made for depreciation of every character, and there is no fixed 
asset on the books which is overvalued and ought to be written 
down. 

The matter would appear to be an exceedingly simple one if 
looked at from the proper point of view. Bonds having a sink- 
ing fund provision are generally long term obligations. In con- 
nection with a newly organized company they are, as a rule, 
issued to pay for the construction of plant. Frequently they are 
issued by a going concern which mortgages its property to provide 
more working capital, or to pay for new construction. But no 
matter for what purpose they are issued, they all create a capital 
liability. 

Now what is the reason for the inclusion in a deed of trust 
of a provision that the installments to the sinking fund shall be 
set aside out of profits? This is a very wise provision in that it 
makes it mandatory upon the board of directors to set aside each 
year out of earnings an amount which when placed at interest 
will be sufficient to pay the bonded debt at maturity. To accom- 
plish this there must be taken from the current assets in the shape 
of cash, a like amount for investment in the sinking fund, and 
this depletion of the working capital is made good by the reserva- 
tions from profits. 

If the policy of charging the sinking fund installments to 
profit and loss is not followed, and the directors are not far- 
sighted enough to accumulate sufficient surplus in its place, it 
would simply mean that in order to replenish the working capital 
for the amounts taken therefrom for investment in the sinking 
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fund, the company would either have to resort to borrowing or 
sell additional capital stock. If it is the policy of one board of 
directors to be conservative it may not be the policy of another, 
and it must be remembered that tlie personnel of the board is sure 
to change many times during the term of the bonds. 

In the case of bonds representing a lien on plant, the sinking 
fund reserve account indicates the gradually increasing equity 
of the stockholders in the property which they own free and clear 
when the bonds have been retired. The charging of sinking fund 
installments against earnings, means the utilization of income for 
the extinguishment of a capital liability, and amounts to noth- 
ing more nor less than a capitalization of earnings. It would 
seem, therefore, that when the bonds have been redeemed and the 
debt extinguished at maturity, the amount so capitalized should 
be distributed to the stockholders in the form of a stock dividend, 
and the sinking fund reserve closed into capital stock account. If 
transferred to surplus and eventually paid out in cash divi- 
dends, it would simply mean the distribution of that much work- 
ing capital. 

The following illustrations, although purposely very crude, 
should serve to make the matter clear. 

Let it be assumed that a corporation is organized with $300,- 
000 capital stock and $200,000 bonded debt. The proceeds of 
the bonds have been used in the construction of a plant and the 
stock has been sold at par to provide working capital. The bonds 
mature, in say twenty years, during which time the company has 
set aside out of earnings, in yearly installments, an amount which 
having been invested yields at the end of the twenty years the 
exact amount necessary to pay and cancel the bonds. To simplify 
matters it is assumed that all surplus earnings in excess of the 
sinking fund installments have been distributed as dividends and 
that no additions have been made to the plant. 


EXHIBIT A 
BALANCE SHEET AT COMMENCEMENT OF BUSINESS 
ASSETS LIABILITIES 
Working Capital ........ $300,000 Capital Stock ........... $300,000 
ME eee re I: TD erties vnccternpeker 200,000 


At this time the bondholders practically own the plant, there 
being no equity in it for the stockholders. 
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EXHIBIT B 
BALANCE SHEET AS AT Maturity oF Bonps 
ASSETS LIABILITIES 
or a $300,000 Capital Stock ........... $300,000 
a aN ds a ba Gs cada 200,000 BOGS ciccccccccccccsveses 
Siaking PUG ccccchdcces 200,000 Sinking Fund Reserve .. 200,000 


The stockholders have now accumulated sufficient funds out 
of earnings to pay the bonds and discharge the lien on the plant. 
The sums for investment in the sinking fund have been taken 
from working capital, which has been replenished from the 
amount reserved from profits. 


EXHIBIT C 


BALANCE SHEET WHEN Bonps Have BEEN RETIRED 


ASSETS LIABILITIES 
Working Capital ........ $300,000 Capital Stock ........... $300,000 
| | ReGen rey 200,000 Sinking Fund Reserve .. 200,000 


The stockholders now own the plant free and clear, their 
ownership being represented on the balance sheet by the sinking 
fund reserve account. 


EXHIBIT D 


BALANCE SHEET, ASSUMING THE SINKING Funp Reserve To Have Breen 
CLosep INTo SURPLUS AND EVENTUALLY DisBuRSED IN CASH DiviDENDS 


ASSETS LIABILITIES 


Working Capital ........ $100,000 Capital Stock ........... $300,000 
DONE beadosvscewssevnnees 200,000 

The working capital has been depleted by the amounts neces- 
sary to pay the cash dividends, and the company is in bad shape 
financially. It will either have to borrow money, or again mort- 
gage the plant. It probably had to borrow to pay the dividends. 


EXHIBIT E 


BaLaANce SHEET, ASSUMING A StocK Diviwenp To Have Been Pam Anp 
THE SINKING Funp ReEseErvE CLosep Into CapiTaL Stock 


ASSETS LIABILITIES 


Working Capital ........ $300,000 Capital Stock ............ $500,000 
EE dvi vhséeshecetenesne 200,000 
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The above should indicate very clearly that, except under un- 
usual circumstances, the proper disposition to make of the sink- 
ing fund reserve is to declare a stock dividend and close the ac- 
count into capital stock. Of course, a general rule cannot be 
established which will meet all conditions and cover exceptional 
circumstances, and this is especially the case in connection with 
accounting matters for the reason that conditions vary so in the 
business world. For instance, it would be perfectly proper to 
follow Mr. Dickinson’s suggestion, and apply the reserve to the 
reduction of some fixed asset of a wasting character, or to de- 
preciation of an intangible asset, such as patents or goodwill, in 
case of overvaluation of such. Again, a company might have a 
large excess of working capital over requirements, in which event 
the sinking fund reserve may, with safety, be transferred to sur- 
plus, but a state of affairs in which a corporation has an excess of 
working capital equal to or exceeding its bonded debt is scarcely 
conceivable. 

There are four methods by which such a debt can be paid— 
by the conversion of assets, by the creation of another liability, 
by the sale of additional capital stock, or out of profits. It would 
seem that the intention of the framers of a deed of trust, in 
which it is stipulated that installments to the sinking fund shall 
be provided out of profits, and of the stockholders who consent 
to it, is that the debt shall be paid out of profits, and as this 
amounts to a capitalization of earnings, the safest course to pur- 
sue when the bonds have been retired is to evidence such capi- 
talization by a distribution of shares pro-rata among the stock- 
holders. 


Cost Accounting 


By Joun R. Witpman, M.CS., C.P.A. 
Part IV 
CHAPTER VII 


Labor—Concluded 

In connection with the use of the above forms, and labor in 
general, calculating machines and mechanical devices of all kinds 
are invaluable in making extensions and checking same where by 
employees or foremen. 

No matter what form of individual record is used, the in- 
formation therefrom should always be summarized, on the labor 
reports, so as to show, first, by departments, and second, by a 
subsequent summary of these, for the entire plant,— 

1. The amount of the pay roll; 

2. The liability to each operative ; 

3. The distribution of labor. 

The latter information should be so arranged that the total 
amount applicable to each job may be seen at a glance. 

The summary serves two purposes; first, that of supplying 
the pay roll figures to the accounting department; second, the 
distribution of the labor to the cost department. A specimen 
labor report is given on page 268. 


CHAPTER VIII 
Overhead 


In connection with this topic, the question may well be asked, 
what is meant by overhead? 

The term in itself is somewhat difficult to define, but it should 
convey to the mind the idea of indirect expenses, or everything 
above prime cost; the expense of operating the business, not 
only of the plant, but the entire business; the expense, not only 
of manufacturing, but selling, administrating, and carrying on 
the business in general. It is variously called “ Loading,” “ Bur- 
den,” “Indirect Expense,” and (especially by English authori- 
ties) “ On Cost.” 

Overhead divides into: 

Manufacturing ; 
General. 
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Manufacturing overhead begins with indirect labor and ends 
at the point of shipment from the factory. General overhead 
begins with the point of shipment and ends at Profit and Loss 
Surplus. 

It should be borne in mind that manufacturing overhead in- 
cludes not only the miscellaneous expenses of a general nature 
incidental to the manufacture, but in practice usually such items 
as indirect labor, inward freight and cartage, and minor merchan- 
dise and supplies which are inadaptable to direct distribution. 

General overhead has nothing whatever to do with the manu- 
facturing. It covers the expenses incidental to the conduct of the 
business from the point where the goods have been finished and 
are ready to be shipped, and includes such items as selling ex- 
penses, administrative expenses, deductions from income, charges 
for reserves, and deductions from sales. 

It has just been said of overhead that it was indirect expense. 
By that is meant expense which does not permit of direct distri- 
bution. It is impossible to measure the proportion of each class 
of expense which is applicable to each job or lot, and requires 
some kind of arbitrary division or basis of distribution. 

In connection with a discussion of bases, the following ques- 
tions are pertinent : 

1. Which is the most equitable ? 
2. Which is the most exact? 

3. Which is the most accurate ? 
4. Which is fairest? 

It is necessary to choose some basis which deals fairly with 
all the work in process ; one which will distribute overhead to all 
jobs in actual process, and avoid loading jobs which are in the 
factory, but not in process. A variety of bases is available from 
which to choose. They divide generally into five classes, namely : 

1. Time; 
2. Cost; 
3. Percentage ; 
4. Production ; 


5. Sales. 
Under the time basis there is the labor hour, the machine hour, 


and the overhead day. Under the cost basis there is the wage 
hour and prime cost. 
The labor hour may be defined as the unit of time whereby 
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the work of one operative is measured; in other words, it is the 
labor of one operative one hour. 

The machine hour is the unit of time whereby the work of one 
machine is measured ; it is also the work of one machine one hour. 

The overhead day is the unit of time whereby the amount of 
overhead applicable to each unit of production is measured; in 
other words, it is the basis for determining the average number 
of days each job is in process. 

As a concrete example, let it be supposed that in job No. 1 
there are 200 units and in job No. 2, 500 units. The amount of 
overhead for the period to be distributed is $2,000. Let it be 
assumed that job No. 1 has been in process 10 days and that job 
No. 2 has been in process 4 days. It will be apparent that job 
No. 1, consisting of 200 units in process 10 days would be equiv- 
alent to 2,000 units in process one day, and that job No. 2, con- 
sisting of 500 units in process 4 days would be equivalent to 2,000 
units in process one day, or taking the work collectively, the same 
as if 4,000 units had been in process one day. If the amount of 
overhead for the period is divided by 4,000, the average length of 
time the units collectively have been in process, a rate of 50 cents 
will be obtained, which may be made the basis for distributing the 
overhead as between the two jobs, in accordance with the number 
of overhead days involved, which in this particular example hap- 
pens to be 2,000 in each case. Having allocated the overhead to 
jobs, it is a comparatively simple operation to re-apportion it to 
units by dividing the overhead on each job by the number of units 
involved, respectively. 

As stated above, under the cost basis, there is the wage hour 
and prime cost from which to select. Prime cost needs no dis- 
cussion, except to refresh the reader’s memory that it includes but 
two items, materials and supplies, and direct labor. 

The wage hour may be defined as the unit of cost, whereby 
the work of an operative is measured. It is the cost of the work 
of one operative for one hour. 

Of the other bases of distribution little needs to be said. Stu- 
dents of the subject of cost accounting generally, are familiar with 
the percentage basis, and it is only necessary to make mention of 
the fact that the amount of overhead applicable to each job is 
that proportion which the number of units in the job bears to the 
total number of units involved. 
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In the case of the production basis the number of units in- 
volved would be the number produced, and in the case of sales 
the number sold. 

The sales basis is not so frequently used in manufacturing 
concerns as it is in wholesale and retail concerns organized on a 
departmental basis, and where the distribution of general expense 
is thought to be more accurately made by using the volume of 
sales of the respective departments as a basis. 

The bases in all cases depend upon circumstances. They will 
be governed many times by whether the employees are paid by 
the day or hour, or by the piece; they will be governed by the 
nature of the business. A time basis would not ordinarily be 
employed in cases where goods are required to be invoiced before 
the records are completed, or the end of the month is reached. A 
job printing establishment, for instance, uusally does work on an 
estimated basis and bills the job as soon as completed, adding to 
the prime cost an arbitrary percentage to cover the overhead and 
profit. 

The basis to be employed may also depend upon the facility 
or regularity with which the books can be closed. 

While it is impossible to make any hard and fast rule as to 
the basis to be employed, such a division being entirely governed 
by circumstances, there is this to be said; the time basis is the 
ideal, and always preferable. No other basis should be considered 
if a time basis can be used. The argument in its favor is that 
practically all the items entering into the overhead are of such 
nature that they accrue over a period of time. Examples of these, 
which, upon analysis, will be found to bear out the above state- 
ment, are as follows: 


Heat, Traveling expenses, 
Light, Advertising, 
Power, Salaries of officers, 
Direct labor, Rent, 

Salaries, manager, and clerks, Taxes, 
Depreciation of equipment, Insurance, 

Salaries of salesmen, Interest. 


Having selected the time basis, there is the choice of the labor 
hour, the machine hour, and the overhead day, depending upon 
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the payment of compensation, whether the unit be one of time or 
piece. 

The arguments against the wage hour, prime cost and per- 
centage bases are as follows: 

It is claimed that where the wage hour is employed the bur- 
den falls on the high-priced labor, which is unjust. The skilled 
workman is usually more rapid, turns out more and better work, 
and requires less supervision. In the case of prime cost the bur- 
den falls upon the expensive material, while, as a matter of fact, 
the expensive product takes no longer to go through the factory 
than the inexpensive one. The objection to the percentage basis 
is that at best it is only an estimate based on past experience. It 
is constantly changing and should be constantly revised. 

Irrespective of the basis selected, the overhead should be sum- 
marized on the overhead report in order that the cost department 
may make the distribution to the various jobs. A specimen re- 
port is given on page 272. 


CHAPTER IX 
Types of Manufacturing Cost Systems 


Multiple unit production calls specifically for the manufactur- 
ing cost system. Such systems may be classified by types as 
simple, compound and complex. The type depends upon whether 
the goods are produced on special or stock order and whether 
the work is performed by hand or machine. 

All types involve the same elements—materials and supplies, 
labor and overhead. The first two, in so far as their relation to 
the type of system is concerned, do not vary. The last named 
should be classified for the reason that it is comprised of items of 
two different kinds; those which permit of distribution to the 
operating departments and those which do not. A part of the 
overhead originates in the departments and must be applied to 
the product through such channels. Some of the overhead is 
foreign to the departments, both in its origin and application and 
while it must be applied to the product, it never reaches it by way 
of the operating departments. Overhead in its relation to the 
operating departments as affecting the different types of system 
is therefore classified as distributable and non-distributable. 
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In the simple type all of the three elements go through the 
factory, without combination, direct to the product. The word 
“ combination ” is used here as referring to the elements from an 
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accounting standpoint rather than a physical standpoint. In the 
compound type, material goes direct, while the labor and dis- 
tributable overhead become combined. In the complex type, ma- 
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terial, labor and distributable overhead become combined, while 
the non-distributable goes direct. 

These combinations may represent departments, processes, 
machines, or centers of production. There is no great distinction 
between “ department” and “process” as used herein, except 
that more than one process may be included in one physical de- 
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partment. In the above illustrations, where an attempt is made 
to bring out more clearly the subject matter of the preceding 
paragraphs, departments are indicated by the letters—A—B—C ; 
the elements of cost by the letters, M, L, O—D, and O, N—D; 
and the jobs by numbers. 

Words and graphics almost fail when an attempt is made to 
describe briefly and clearly, or to illustrate, the complex cost 
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system. It may be referred to as a group of small cost systems 
wherein each operating department constitutes a member. It 
might aid in the illustration if, in the last diagram above, one 
were able to imagine the departments “ A—B—C” as contain- 
ing within their respective limits, the diagram of the simple type 
sufficiently reduced in size to permit of such treatment. 

In the operation of the complex system, materials and labor 
may be combined within a given department and carried forward, 
or the combination may be extended to include all of the three 
elements and similar treatment follows. The last named proced- 
ure is difficult of accomplishment, except where conditions have 
been standardized and an overhead rate can be ascertained. The 
difficulties in the way of success in the absence of such a rate are 
as follows: 

1. The cost record must follow the product. 

2. The distribution cannot be made until the end of the month 
or period. 

3. The product must go forward when required for physical 
treatment, irrespective of the cost record. 

Whether or not the rate is correct cannot be determined until 
the end of the period, when the actual amount of overhead for 
the period has been ascertained and the true rate found. 


(To be continued) 


Organized Labor’s Attitude Toward Machinery 


By Pau. Kvapper, Px.D. 


PART VI 
IV 
Organized Labor's Attitude Toward the Machine (Continued) 


THE PRINTERS 
TYPESETTERS, LINOTYPERS 


The Typographical Union has been a leader in progressive 
trade unionism. It is rather usual to find other labor organiza- 
tions, when in trouble and confronted with a peculiar trade 
situation, studying the methods adopted by the printer and then 
trying to follow the policy in their own case. It would, there- 
fore, be very profitable to take a hasty survey of the life history 
of the printers’ unions; for their attitude toward labor-saving 
devices and allied craft changes has been definite and unmistak- 
able throughout. 

Early History, 1836: In the days when modern labor unions 
were unknown, or regarded as “conspiracies in restraint of 
trade,” it was the custom in each craft to call a meeting of the 
workers in the home of one of their number when matters of 
general importance arose. The problem was discussed, resolu- 
tions adopted, and a policy determined upon to meet the particular 
exigencies of the case. As far as we can learn from the scanty 
old documents and records, there was no permanent organiza- 
tion; it lasted one day or six months, depending upon the time 
necessary to bring the matters in hand to a final issue. 

In 1776, a strike was called at a meeting of the journeymen 
printers. In 1787, the printers of Philadelphia found their 
wages cut to $5.834 per week. After such a temporary meeting 
it »..s resolved “ That we, the subscribers, will not engage to 
work for any printing establishment in this city or country for 
less than $6.50 per week.” 1795 saw the first organization of 
any permanence in New York City. The “ Typographical Soci- 
ety” then formed, lasted two and a half years, and planned to 
increase the wage to one dollar a day. 1799, 1802, 1809, 1814, 
1827, and 1829 were years in which attempts were made to es- 
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tablish a union of printers of the country. All these endeavors 
sought to establish general regulations governing the entrance 
to the craft, the term of apprenticeship, wages, hours, degree of 
skill necessary to rank as journeymen, etc. Some of the organi- 
zations thus established lasted until 1830 and 1832, when they 
all went to ruin because of their policy of Free Membership. 
An artisan who paid dues regularly for a period of years was 
exempt from all further payments at the end of the time. He 
then received all the advantages of the organization and gave 
nothing in return. About 1830 marks the period when these old 
members, who were initial organizers, entered upon the free list 
in great numbers. The unions lost their source of a great part 
of the revenues and could not continue. Another cause of their 
downfall was the legislative act of 1818, which forbade the 
Typographical Societies from fixing the wage scale. The union 
degenerated into a mutual benevolent society like some of the 
weaker guilds of England. 

From 1835 to 1840 was a period of reorganizing labor. In 
1840, we find this new movement taking root and having branches 
in all the large cities from Boston to New Orleans, from New 
York to Pittsburg and Lexington, Ky. Communications were es- 
tablished, “ rat lists” (“scab shops”) interchanged, and gen- 
eral trade conditions and wage scales sent from one to another. 
The next year, 1836, witnessed the first convention of the “ Na- 
tional Typographical Society” at Washington, D. C. Some of 
the important objects of the five days’ meeting were (1) to es- 
tablish a uniform apprenticeship, (2) to maintain “ rat” (“ scab 
shop”) lists, (3) to ask each local union to welcome all printers 
now, and after six months to establish a six years’ apprenticeship. 

Later History from 1836 to Present: Not until 1850 did trade 
conditions warrant the call of a second national convention of 
printers. In this year the present International Typographical 
Union was founded with the express purpose of carrying out 
the belief that “all the benefits of unionism can be preserved 
only in proportion as a monopoly is maintained.” To do this, 
certain trade abuses were to be remedied. In the main these 
were: 

1. Each locality had its own wage rate. The result was that 
wages in City A had a wage scale forty per cent less than that 
of City B. Hence printing in City B was sent to A because of 
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resulting cheaper prices, and thus B’s workers were idle. This 
maladjustment encouraged constant traveling of printers and 
made discipline by the union difficult, if not impossible. The 
convention determined upon a more equitable wage scale in 
cities of their vicinity within a definite radius. 

2. The mobility of labor tended to undermine union loy- 
alty, and a worker who traveled about had no permanent inter- 
ests, played false in whatever city it proved financially profitable 
to do so, and then went to another locality, where he received the 
protection of the union, but again failed in his obligations to it. 
The assembly of printers decided upon a plan of keeping tab 
on their workers, of ascertaining the exact status of each artisan 
in the union. 

3. Since there was no uniform ratio of apprentices to jour- 
neymen, most shops employed too many learners. This over- 
stocked the labor market, displaced able-bodied printers, and 
reduced the wage rate. The convention urged “ the enforcement 
of the principle of limiting the apprentices, by which measure a 
too rapid increase in the workmen, too little care in the selection 
of boys for the craft, and the employment of hordes for ‘ half- 
men’ (learners) at half wages, to the detriment of good workers, 
will be effectively prevented.” 

The history of the printers, even from the very early days, 
is interesting and instructive, because it marks the continued and 
consistent policy of the Typographical Union in this country and 
in England. Every means known to labor unionism was adopted, 
not only to give the organization the complete control of the 
workers of its craft, but also to establish for it as strong and 
powerful a monopoly of its labor as possible. 

The Linotype: Numerous attempts were made before the in- 
troduction of the linotype to invent a typesetting device, but these 
proved more or less futile. The “ American Artisan” (1871. 
p. 100) gives a detailed description of four of these that had 
gained some popularity: The “ Mitchell,” 1853; the “ Alden,” 
1857; the “ Houston,” 1857, and the “Felt,” 1860. But despite 
these, “typesetting in 1887 was essentially the same as in the 
sixteenth century.” (George E. Barnet, Introduction of Lino- 
type.) The other branches of the craft were modernized ; hence 
so rapid was the installation of the linotype, once it proved suc- 
cessful, that in about three years (1887-1890) the period of in- 
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troduction was over. By that time the craft had adjusted itself 
and the trend of development could be foretold with a fair de- 
gree of certainty. 

In 1904, there were 625 local unions that had jurisdiction 
over 7,129 of these machines. What the linotype meant to the 
workers of the craft, we can see from the report made by a com- 
mittee appointed in 1891 by the International Typographical 
Union, to study the Mergenthaler, the most common type of lino- 
type mechanism. The union men report: (1) The machine was 
excellent from the mechanical standpoint. The lines produced 
were perfect in spacing, plates were made from them as readily 
as from type, and the face was clear. (2) The strain of work 
was far greater than that of hand labor; hence eight hours 
should be the maximum of a day’s work. (3) Speed was greatly 
increased, for the average rate per hour was 4,000 to 5,000 ems, 
while the hand-setter could not do much beyond 1,000. (4) Ex- 
periments were made with expert typewriters who had experi- 
ence on the linotype and practical printers. The results showed 
that at the beginning the former not only outstripped the other 
in speed, but also showed more intelligent arrangement of work, 
and greater accuracy. With these facts obtained by their own 
members, the union leaders knew what to expect from the ma- 
chines, and what provision to make for their reception, so that 
the adjustment could continue as peaceable as possible. 

“ The linotype really means ‘line of type.’” It was invented 
by Otto Mergenthaler, of Baltimore. Strictly speaking, it is a 
machine for type making, rather than type setting. In the place 
of the old movable tables, this contrivance used movable ma- 
trices, which are placed automatically until a desired line is set. 
From this line of matrices, a line of type is cast. There is an 
individual brass matrix for each spacing, letter, punctuation, etc. 

The operator places the matrices in position by manipulating 
a keyboard, resembling that of the typewriter, the keys of which 
control the respective symbols. When a key is pressed it per- 
mits the corresponding matrix to fall from a tubelike receptacle, 
containing a number of the same kind of matrices. Each matrix 
takes its place on the holder until the line is formed. When the 
operator sees that the line is full, he presses a lever, and the 
line of matrices, set as desired, is shifted to the face of the mold. 

Sometimes the line is not quite long enough, and then the in- 
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genious devices used to separate words come into play. These 
“ justifiers ” are slender wedges of steel. As the line of matrices 
moves toward the face of the mold, the steel wedges are pushed 
up, and thus spread the matrices enough to make a full line. 

At the mold we find a melting pot with molten metal for type, 
and kept in proper fluid state by a gas burner. When the ma- 
trices are in position, an automatic device feeds the molten liquid 
to the face of the line, thus filling the mold. The metal soon 
hardens, and we have a replica in relief of the line of matrices. 
This is a line of lead type, called technically a “ linotype bar.” 
By another automatic device, the linotype bar is trimmed to the 
necessary size, and it then falls out of the machine. 

While this is going on, the old line of matrices and the jus- 
tifiers, or steel wedges, are automatically released, and by a 
lever carried to the top of the machine. A moving mechanism 
carries them over the tubes, and each matrix and justifier falls 
into its respective tube in which it fits. The man, machines, and 
matrices are ready for the second line. 

We turn now to our main problem—the attitude of the union 
toward this labor-saving and skill-changing machine. 


LABOR UNION’S ATTITUDE TOWARD THE LINOTYPE 


In 1888, at the Thirty-sixth Convention of the International 
Typographical Union, there were only about one hundred ma- 
chines run experimentally in the United States and Canada. A 
resolution was adopted in which the organization indicated the 
stand that it was going to take during the period of transition. 
It declared that the union favored the recognition of the new 
machines, and it therefore recommended that subordinate unions 
“take speedy action looking to this recognition and to regula- 
tions endeavoring everywhere to secure their operation by union 
men upon a scale of wages which shall secure compensation equal 
to that paid to hand operators.” (P. 181.) 

A second resolution was passed which declared that all local 
organizations make it their duty to insist on weekly wages, an 
eight-hour day, and a guarantee to try the union members on 
these machines. These same demands were made in 1889 at 
the thirty-seventh convention (p. 91). In 1890, at the thirty- 
eighth annual meeting, the matter was brought up again because 
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the locals did not take the action that was advised. The dele- 
gates assembled there, and amended the rules of the constitution 
to read: 

“The International Typographical Union directs that in all 
offices within its jurisdiction, where type-setting machinery is 
used, practical printers shall be employed to run them and also 
that subordinate unions regulate the scale of wages.” (Rule 131, 
Constitution of International Typographical Union.) 

The Indianapolis Committee, appointed in 1891, whose re- 
port was summarized above when we gave the possibilities of 
the machines, suggested a policy to be followed. It is in no way 
a marked deviation from the unstudied action taken by the gen- 
eral convention during the three preceding years. The report 
suggests (I) printers ought to stand ready to operate these ma- 
chines, (2) the union should in no way discourage these machines 
but should simply try to have each printer employed as a lino- 
type operator with a guarantee that painstaking, conscientious 
work will be given by each union man so employed. The report 
concludes with the admonition, “‘ The evil to be avoided is that 
spasmodic introduction of machines which is sometimes resorted 
to for the purpose of breaking down labor organizations when 
unfriendly positions are taken, a mistake often made by trade 
unions in their vain efforts to retard the progress of inventions 
which seek to save labor and increase the productive power. If 
the full benefit that ought to accrue to labor from invention is 
not realized, the remedy must be looked for in some other direc- 
tion than in the foolish effort to stand in the way of mechanical 
improvement.” (Typographical Journal, 3/2/1891.) 

The printers are a brighter set of workmen than those in the 
average trades. They soon realized that, pleasant or unpleasant, 
the best thing to do was to follow the advice of their leaders. 
Thus, in the summer of 1892, rumors reached the workers in the 
office of the Free Press of Detroit that the linotype would soon 
be introduced. As soon as the keyboards arrived, the men began 
familiarizing themselves with them in the hopes of being offered 
the opportunity of working these. Five experts were imported to 
work the machines and the forty old men were displaced. (Ty- 
pographical Journal, September, 1893.) The old workers were 
thus swept aside; yet, if given a chance, they could have averaged 
2,000 ems, one half of the average of an experienced workman at 
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the start. The men were willing to work at a special learners’ 
scale, but their offer was disregarded. 

In December of the same year, twelve Mergenthalers were 
installed in the Pittsburg Leader, and all were manned by the 
old union hands. When the change was complete, fifty men were 
displaced, but those needed were taken out of the ranks of the 
old men. 

Early the next year, the Commercial Gazette of the same city 
ordered twelve of the machines. When the announcement was 
made that new men would be imported, the union voted the 
action as unfair because the union had made exceedingly liberal 
wage rates for learners, so that it would pay the owners to keep 
as many of the men as possible. 

The Chronicle Telegraph, in 1893, installed linotype machines 
and placed the old men at the new jobs at the reduced wages and 
long hours for learners. The local reported that the results 
“ were satisfactory to all concerned.” 

During that year the Philadelphia Union No. 2 installed a 
machine in its headquarters for the purpose of teaching its mem- 
bers how to run it. Many a printer out of work spent his idle 
hours and energies acquiring the knowledge which gave him em- 
ployment later. (Typographical Journal, 8/1/1894.) 

The San Francisco Union men showed the same spirit; at 
first they feared the machine, for their delegate reported, “ The 
machines are here at last; though we have been spared their in- 
troduction till this late date, we have the ‘ critter’ in our midst.” 
(Typographical Journal, June 5, 1895.) At first the papers put 
in a complete force of experts, but the union took the matter in 
hand and taught its men. The employers promised that as soon 
as the men became efficient, the experts would be relieved. In 
the San Francisco Chronicle the foreman posted a notice which 
read: “ All employees will be given an opportunity to acquire a 
knowledge of the linotype; the best men will be retained; no 
importations will be made nor removals except such as are com- 
pulsory by reason of the change in method.” The union’s of- 
ficial comment was “ that sounds fair.” 

The International Typographical Union’s Journal of 1895 
(p. 2) contains the following entry: “ Ever since the machines 
were put into the Globe (Boston) not a single hour has been 
wasted, nearly every man in the composing room having been 
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given an opportunity to learn during his leisure hours. The men 
appreciate this; in fact, no man with a conscience could help 
showing his appreciation in view of how other compository room 
employees were considered.” 

We very often find the local unions adopting rather stringent 
measures in cases where their men discriminate against the ma- 
chine. The Typographical Union No. 3 of Cincinnati has a typi- 
cal provision in its constitution which reads: “ When a man re- 
fuses to work on a machine when asked to do so by the foreman, 
he shall go to the bottom of the list of men on the cases (hand 
printers) and be the first one dropped in case a reduction of the 
force becomes necessary.” 

The evidence submitted to the United States Industrial Com- 
mission reénforces what we have seen so far. It sums up its 
view by stating: “ The printing trades showed largest propor- 
tions of strikes in favor of higher wages—46.7 per cent. The 
opposition to the introduction of typesetting machines did not, 
apparently, during this period, manifest itself in the form of 
strikes to any considerable extent, since only one establishment 
reported a strike due to opposition to machinery, 1887-1894.” 
(Vol. XVII, p. 647.) 

The attitude of the labor organization is reflected to some 
extent by the special “ Technical Column” in the official pub- 
lication. Since 1895, every issue of the Typographical Journal 
contains hints of new processes, how to acquire greater speed, 
where to procure linotype keyboards, etc., for practice. It is 
usually as optimistic about the success of a new invention or a 
new addition as the employers, and tries to make the workers 
feel that their safety and interests demand expert knowledge of 
craft progress. It is not surprising, therefore, to find a reso- 
lution presented and accepted unanimously at the Forty-ninth Con- 
vention in 1903 (p. 172) which called upon each local of large 
size to make arrangements to teach the union compositors the 
use of the linotype by purchasing the machine or by “ any other 
arrangement as is compatible with union policy.” At the Fifty- 
second Convention in 1906, the same kind of action was urged 
for the special benefit by the book and job workers, for the reso- 
lution read: “ This convention urges upon all members the neces- 
sity of assisting journeymen members who are not machine 
operators to acquire that knowledge.” (P. 244.) But the union, 
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favorable as it seems to be to the machine, would not tolerate the 
classing of boys and young men who fed the casters of these 
linotypes in the same group with the regular printer. The na- 
tional union was opposed to issuing union cards to these boys 
after a year’s employment. But we cannot judge this as an op- 
position to the machine. The keyboard operator is admitted and 
treated as any union printer, but these lads were doing a very 
unskilled part of the work. The national officers maintained their 
stand by asserting that these feeders had not served the required 
apprenticeship of four years, were not really setting type or 
doing what is legitimately within the pale of printers’ work, 
that they could not even be termed machinists; hence in all fair- 
ness to the craft, to the printers, and to the organization, their 
stand was justifiable. 

We may perhaps obtain a better view of the printer’s attitude 
on the machine question by systematizing their actions in their 
attempt to control the new situation to their best advantage. 
What we have seen thus far shows that the attitude was not one 
of hostility, but rather one of compromise, reflecting a desire to 
inaugurate the new era of mechanical typesetting with as little 
friction and in as short a time as possible. To carry out this 
policy, we find the union resorting to a number of devices almost 
peculiar to this one craft. 

1. Since the new linotype operators turned out so little work 
during their first few months, special concessions were granted 
to the employers. Thus, a learners’ scale was adopted, under 
which the old hand compositors who were learning the operation 
of the new machines did not acquire the new skill at the expense 
of the shop owners. Thus, when the Tacoma Ledger introduced 
the linotype in 1893, the wages asked for were $2 per diem and 
an increase of 50 cents per day each succeeding week, until the 
union rate of $4.50 was reached. The payroll was thus cut from 
$950 to $450 per week during the transition period. Another 
practice to make up for the employer’s loss in installing the old 
hand setters, was to force the entire corps of men to work for 
nothing during an apprenticeship period of at least two months. 
To enable printers to make these arrangements, the national union 
gave each local the authority to fix the learner’s scale and time. 

2. Wherever labor was displaced and not given an oppor- 
tunity to work the linotype, the blame fell upon the local union 
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in control. At the Forty-second Convention in 1894, a resolution 
was passed which declared that all men employed in a shop be- 
fore the introduction of the machines shall be given the prefer- 
ence in their operation. In a decision handed down by President 
Prescott of the International Typographical Union, the union 
rights of a traveling member would not be abridged if, on ar- 
riving in a new city, an employer refused to allow him to operate 
his machines until “ those in his office had been given an oppor- 
tunity to show their ability, or, rather, inability, to operate these 
machines.” The constitution was interpreted very liberally, regu- 
lations were made elastic, principles of home rule and local 
autonomy so emphasized as to give each subordinate union the 
ability to meet those conditions which were peculiar in its own 
local domain. 

3. Many of the unions in the larger cities were asked to buy 
linotype machines and arrange a time schedule so that those who 
were displaced would have definite hours in which to practice 
their operation and prepare themselves for efficient work as ma- 
chine typesetters. 

4. The central body advised strongly against the reduction in 
the price of hand work. This action was taken because some 
locals thought that if they would cut their rates on hand setting 
the saving to the employer would easily induce him to delay the 
introduction of the linotype. Although the national body de- 
clares this to be a foolish and exceedingly stupid means of meet- 
ing the new situation, it could do nothing because the constitu- 
tion gave each local union the right to fix its wage scale. But 
no strike could be called without the consent of the central board. 
The various locals were thus controlled and were prevented from 
forcing employers who were wise and progressive into so crude 
and unbusinesslike a method. 

President Prescott (Convention Report of 1894), in com- 
menting on this practice, said: “ Those familiar with the produc- 
tiveness of the machines are agreed that hand work cannot begin 
to compete with them, and it is therefore futile to attempt to 
stay the tide of their introduction by a reduction in the wage rate 
unless we are prepared to suffer leveling decreases amounting to 
forty or fifty per cent. At that figure a better living could be 
secured at almost any unskilled trade. A serious reduction in 
the hand scale is sure to affect the machine rate also.” 
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So successful was the policy of the International Typo- 
graphical Union that at no time after the transition period was 
their control threatened. To what an extent the linotypes are 
under the jurisdiction of the union may be seen from the follow- 
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How different is the story that the shoemakers, the irom 
moulders, and the bottle blowers have to tell! Only ten years 
after the crisis we find the printers’ union controlling eighty-one 
to eighty-five per cent of the machines employed in the craft. 
In the light of what we have seen Mr. Gompers’ testimony for 
the U. S. Industrial Commission (Vol. VII, p. 615) is borne out 
by actual facts. He said: 

“The printers have had a most remarkable history. It was 
during the industrial crisis (1893) that a transformation took 
place in their trade. The machine, the Mergenthaler linotype, 
was introduced, and it is one of the cases where a new machine, 
revolutionizing a whole trade, did not involve wholesale disaster. 

“The membership throughout the country took an intelligent 
view of the matter, and, guided by wise counsel, did not an- 
tagonize the introduction of the machine, but insisted that the 
men who had spent their lives learning the trade or who are 
employed at the trade, should have the first opportunity of oper- 
ating these machines. 


(To be continued) 
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EDITORIAL 
Immobility of Capital in the United States 


Business men in the United States are showing much interest 
in the discussion of plans for the strengthening of the financial 
system of the United States. The weakness of the system is gen- 
erally regarded as due to the following defects: First, the lack 
of a central reserve ; second, the inelasticity of the currency ; third, 
the lack of power to control the foreign exchanges and so pre- 
vent an undesired outflow of gold. Since 1906, when the Special 
Currency Committee of the New York Chamber of Commerce 
reported in favor of a central bank, the conviction has been 
spreading in favor of the establishment of such an institution, and 
there is increasing appreciation of the merits of Mr. Paul M. 
Warburg’s plan, which is being given a wide and free distribu- 
tion by the Merchants’ Association of New York. It is generally 
believed that the National Monetary Commission, of which Sen- 
ator Aldrich is chairman, looks with favor upon the idea of a 
central institution, and that it will issue at an early date a ten- 
tative proposal or recommendation. 

There can be no question about the need for improvement in 
our banking and currency system. The defects above referred 
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to are serious ones, and they actually exist. They are not the 
only defects, however, and there is one concerning which there 
has thus far been practically no discussion. We refer to the 
fact that in the United States capital lacks mobility. Our banks 
are practically isolated financial units. Financial relations be- 
tween different sections of the United States are much less in- 
timate and beneficial than such relations are in most other 
countries. 

If the banks of Peoria, Ill., for example, are able to lend 
more capital than their depositors and stockholders supply, it is 
not easy for them to get the additional capital, even though there 
are situated within a few hundred miles several cities whose sup- 
ply of loanable funds exceeds the local demand. The Peoria 
banks cannot, with good countenance, rediscount their customers’ 
paper in St. Louis or Chicago, for their customers would be dis- 
pleased. Practically their only recourse would be to borrow 
on their own note from a central reserve bank, thus assuming a 
liability in order to help the business of their community. 

On the other hand, if the banks of a small city have an ex- 
cess of loanable funds, they can make only very limited use of it. 
They may increase their balances in the central reserve cities or 
they may purchase commercial paper, which, for the most part, 
is single-name paper issued by the larger business concerns of 
the country. Hence, in certain seasons capital piles up in the 
financial centers of the East and is there put out at low rates of 
interest; while at the same time there are many sections in the 
West and South which cannot get all the capital they need even 
though they are willing to pay double the Eastern rate. As a 
result, the United States is very far from having anything like 
a uniform rate of interest on capital. Money may be going at 
four per cent in the East and at the same time command ten or 
twelve per cent in some of the Western states. This difference 
in the interest rates is in itself convincing evidence that capital 
in this country lacks the mobility which it theoretically is sup- 
posed to possess. 

In Canada the rate of interest is the same in all the large 
trade centers and is very little higher in the small towns. This 
uniformity is due to the branch banking system. A Canadian 
bank can lend money as easily, cheaply, and safely in Saskatche- 
wan as in Ontario or Quebec. If capital had been as mobile in 
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the United States during the last forty years as it now is in Can- 
ada, the material progress in our Western and Southern States 
would have been much more rapid than it has been. Many of 
our Western communities have suffered from unnecessary famine 
of capital. 

In Europe, as Mr. Warburg clearly sets forth in his pamphlet 
on the Discount System of Europe, which is published by the 
National Monetary Commission, banking transactions are chiefly 
in bills of exchange, which have their origin in commercial trans- 
actions. These bills bear two names and frequently the name 
of a well-known accepting firm. ‘They are banking assets of a 
most liquid character. When a bank needs more funds for the 
accommodation of its regular customers, it is free to sell some of 
these bills. On the other hand, if a bank has more funds than 
its customers need, it buys these bills. They are entirely different 
in their character and origin from our so-called commercial paper, 
for they often bear the names of small merchants, and they al- 
ways represent an actual business transaction or exchange of 
values. European laws also permit banks to establish branches, 
so that there is a double reason why capital is more evenly dis- 
tributed in Europe than in the United States. 

A central banking institution, modeled on the lines suggested 
in January by Senator Aldrich, would certainly tend to bring 
about a more equitable and beneficial distribution of capital. 
Money plethora in the Eastern cities does quite as much damage 
as does money famine in the Western communities. It is to be 
hoped that the plan finally recommended by the Monetary Com- 
mission will aim at the abolishment of both these evils. 





Corporation Tax Publicity 


The report of the Commissioner of Internal Revenue for 1910 
gives figures of more or less interest with regard to the returns 
from the corporation tax during the first fiscal year of its opera- 
tion. For example, it appears that the total returns from the 
tax were $26,872,270, and that the net income of reporting cor- 
porations was $3,125,481,101. The total capital of reporting 
corporations was $52,371,626,752, and their bonded indebtedness 
$31,333,952,000. The report gives the figures with regard to re- 


291 








The Journal of Accountancy 


turns of five different groups of corporations. The largest totals, 
as would naturally be expected, are those of industrial manufac- 
turing corporations, of which the net income is reported at $1,- 
325,807,156. Next in magnitude are public service corporations, 
the net income of which is $808,960,651. The net incomes of 
each of the three other groups, namely, financial and commercial 
corporations, mercantile corporations, and miscellaneous corpo- 
rations, falls below $400,000,000. 

It is doubtful if the figures in this report will ever be referred 
to by any man who wishes to get even approximate knowledge 
of the amount of business being done by corporations in the 
United States. Ever since the law was passed it has been an 
open secret in business circles that corporation managers of all 
kinds have taken a keen interest in practical accounting and have 
eagerly cast about for methods guaranteed to render profits tem- 
porarily intangible and invisible. 

One very important effect of the corporation tax is not noted 
in the report of the Internal Revenue Commissioner. In fact, it 
is doubtful if statistics on this point could be very easily obtained. 
We refer to the well-known fact that many concerns in the 
United States during the last year have given up the corporate 
form and are now doing business either as partnerships or as 
associations. This is a method of evading the tax which cer- 
tainly cannot be called illegitimate. It is nevertheless to be re- 
gretted that American business men should be driven to the 
adoption of this method, and the result will not be beneficial to 
the country as a whole. 

The tax was levied as the result of a popular clamor for pub- 
licity with regard to corporation affairs and for no other purpose. 
As yet there is no reason for believing that the results obtained 
are worthy the price. Publicity, undoubtedly, is desirable. The 
more people know about the operations of railroads and other 
great corporations, the more tolerant will be their attitude and 
the more reasonable their demands for restrictive or regulative 
legislation. But the corporation tax does not yield the kind of 
publicity desired. Its publicity is in the cellar and not on the 
house-top. The public can know nothing about the returns made 
by a corporation. These are locked up and guarded in Washing- 
ton, as they undoubtedly should be, and can be inspected only 
by officers of the Treasury Department and bona fide stock- 
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holders, except that when a company offers securities for sale on 
a stock exchange a person really interested may secure from the 
Secretary of the Treasury a permit to examine the company’s 
statement. Evidently it is not likely that the corporation tax is 
going to accomplish the purpose at which it aimed. 





Proper Accounting of the Corporation Tax 


The service of the public accountant is needed and should be 
welcome in proper administration’ of governmental supervision 
over corporations more than in almost any other place. Govern- 
mental supervision, in the case of the corporation tax, is not 
accomplishing all that was hoped. Nor is it difficult to find good 
reasons for its failure. It is not enough that methods of super- 
vision should be legal; to be of value, and to accomplish anything 
worth while, they must be economic and practicable. It seems 
evident that the law alone is not a safe guide to such methods. 
The dignity and the justice of federal supervision can only be 
upheld if the functions it has chosen to exercise are intelligently 
and fairly exercised in accordance with sound accounting 
principles. 

In view of this fact it is fitting that accountants should give 
careful attention to the decisions made from time to time on the 
special excise tax on corporations. These decisions, recently 
sent out in a special pamphlet of the Treasury Department, are 
reprinted on another page of THE JourNAL. The New York 
State Society of Certified Public Accountants has already ex- 
pressed its disapproval of many of these decisions and has passed 
a resolution to influence legislation which shall be more in ac- 
cord with recognized accounting principles. It is hoped that 
other State Societies will not be far behind in discussion and 
action upon the same matter. Whatever may be the result, 
their efforts can be exerted in no more worthy cause than in 
the establishment in federal supervision as elsewhere of principles 
that are sound from the point of view of accountancy—which 
means, we believe, principles that are economic and just. 
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An International Association of Accountants 


From Belgium comes the news that the Congress of Account- 
ants of that country, which held its first meeting last August, 
has hit upon the ambitious project of founding an International 
Association of accountants. The membership is to be open both 
to individuals and to bodies of accountants in all countries of the 
world. The main object of the association is to be “ the unifica- 
tion and internationalization of bookkeeping systems and of the 
forms of accounting and commercial documents, by the adoption 
of a universal scheme of accounting.” 

It is somewhat surprising that so elaborate a scheme was con- 
ceived in Belgium; for the accountants in Belgium have not been 
organized for any great length of time. An association was 
formed in 1903 called the Chambre Syndicate des Experts Comp- 
tables, and another organization was formed in 1909 known as 
La Societe Academique de Comptabilite de Belgique. This new 
society through its Congress of Accountants was responsible for 
the project of the International Association. 

There is much in the plan to appeal to accountants every- 
where, but under present conditions, when methods of doing 
business are so diverse even in the same locality, and methods of 
accounting hardly less varied, the possibility of reaching any 
international standard and unification of accounting systems 
seems extremely remote. However, several incidental objects 
have been stated for the association; for instance, “ the encour- 
agement of the co-operation between bodies of accountants in 
different countries ; the establishment at Brussels of a permanent 
museum of accounting and commercial documents, including the 
catalogs of accounting libraries; the putting of such libraries 
into permanent relationship with one another with a view to the 
loan or exchange of books.” These objects seem more feasible 
and it is to be hoped that some of them, at least, will be effected. 
The Accountants’ Magazine of Scotland suggests also that the 
association should endeavor to afford opportunities for account- 
ants of different countries to examine each other’s methods, with 
a view to improvement, though not necessarily uniformity. This 
likewise would seem to be a result well worth striving for, and 
we trust that the advanced ideas of the Belgian accountants may 
crystallize into some definite and practicable plan. 
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If an Accountant Audited ‘ Life” 


Some cynic once said that wit has its source in a feeling of 
superiority over others. If this be true, is there not a note of 
professional jealousy in Life’s recent description of the expert 
accountant, which is reprinted below? 


It is said that expert accountants are multiplying. In view of this 
fact, and that the likelihood of meeting one at any time is becoming more 
evident, should not something be done about it? At least should we not 
know how to guard against it? Let us, if we can, come to some conclu- 
sion about the nature and habits of this exalted personage. 

There is a sense, of course, in which we are all of us expert account- 
ants. No man would probably be willing to admit that he wasn’t one. 
But this statement is generally understood as being a joke. The real 
genuine expert accountant no one makes any mistake about. We run 
from him instinctively. 

When we can’t run from him we make the best of it; we face him 
with cheerfulness. Our own puny affairs we have managed all our lives 
with some slight success; we have a rag-tag and bobtailed book in which 
for a number of years we have been in the habit of keeping our accounts 
—such as they are! Or we may have been so derelict as to carry the 
whole affair in our heads. We say this to the expert accountant with a 
deprecatory air. As for him, he is full of sympathy. From such a height 
he may well afford to be magnanimous. 

There is one sign by which you can always know an expert accountant. 
No one, in the course of history, in the heavens above or the earth be- 
neath or in the waters under the earth, was ever able to tell him anything 
that he didn’t know. We have always thought it would be great fun— 
the greatest we can imagine—to get two expert accountants together. 
What would happen? The imagination fails. 

Once, in a moment of indifference to any fate, we employed an expert 
accountant to go over our humble affairs. Up to that time we had been 
sailing along in the blissful consciousness that all was well. Our three 
meals came about regularly, and some slight attempt at luxuries was our 
privilege. 

The expert accountant came and looked us over. He showed us 
sternly, in figures that could not lie, that we had steadily been losing 
ground ever since we had started. In vain we told him that we owed no 
man and that there was money in the bank. “ Your system,” he explained, 
“is totally at variance with the latest rules. You are, therefore, running 
behind.” 

We have been running behind ever since without him. We are 
ashamed to let him see us in the distance, going about our irregular and 
faulty business. Only a blind trust in Providence, and a guilty conscious- 
ness of our own simple-mindedness, keep us alive. 
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One may easily read between the lines and discover that Life, 
so long accustomed to auditing the books of humanity, has not 
relished the discovery that its own system of accounting is not 
impeccable. In point of fact, the system is founded on the un- 
sound basis of individual judgment, and therefore subject to 
whims and caprices. It should have some permanent standard, 
in order that fancies might not be confounded with facts and 
jokes with no-jokes. At present many items stated as assets on 
Life’s balance sheet are the grimmest of liabilities for some of its 
readers. Such a result must come from careless editing, or— 
what amounts to the same thing—inaccurate auditing. 

It is doubtless true that the expert accountant is human, but 
he is at least safe-guarded by precedents and principles from 
the influence of whimsicality. He can separate facts from fan- 
cies with absolute precision. He can segregate the assets and 
classify them as good, doubtful and bad jokes, and can even set 
up a reserve fund for their depreciation. He can standardize 
the product, and in addition he can probably devise some system 
of cost accounting which shall insure a greater degree of effi- 
ciency in the joker. There is no end to what he can do. 

It is possible that at some future time some one may arise 
superior even to him. But the possibility is remote. When that 
future time comes we trust the expert accountant will be no 
less graceful than Life in yielding the palm. For the present, 
however, Life should be audited by an expert accountant. 





One of the speakers at the Annual Dinner of the Students’ Society, 
Sheffield Chartered Accountants, poked mild fun at the people who were 
organizing new accounting societies and abusing the alphabet by using 
initials which nobody understood. He was warmly applauded when he 
suggested that they all better get together and use the letters C. P. E.: 
“Can’t Pass Examinations.” 





Accountancy in Queen’s University 


A Faculty of Commerce has been instituted at Queen’s University, 
Belfast. Mr. Arthur H. Muir, C.A., a member of the Edinburgh So- 
ciety of Accountants, and a well-known practising accountant in Belfast, 
has been appointed lecturer in Accountancy.—The Accountants’ Magazine. 
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A recent pamphlet sent out by the Treasury Department, giving a 
synopsis of decisions relative to the special excise tax on corporations, 
etc., has been made the subject of a great deal of discussion and com- 
ment by accountants all over the country. The meeting of the New York 
State Society of Certified Public Accountants held on January 9, 1911, was 
largely devoted to a consideration of these decisions and some of them 
were criticised as open to serious objection, either because they were not 
in accord with sound accounting principles or because they were incon- 
sistent with the letter of the act. 

In view of this fact a committee was appointed by the New York 
State Society to cooperate with the committee on legislation of the 
American Association of Public Accountants with a view to influencing 
proper legislation along these lines. 

The pamphlet is given below, with the clauses most open to objection 
marked by an asterisk. 


(T. D. 1606.) 
Special excise tax. 
Synopsis of decisions relating to the tax imposed by section 38, act of 
August 5, 1909, on corporations, etc. 


Treasury DEPARTMENT, 
OFFICE OF COMMISSIONER OF INTERNAL REVENUE, 
Washington, D. C., March 29, 1910. 
The following synopsis of decisions made, from time to time, on 
questions relating to the special excise tax imposed by section 38, act of 
August 5, 1909, on corporations, joint stock companies, associations, and 
insurance companies, is published for the information of internal-revenue 


officers and others concerned. ie 
Royat E. Caspett, Commissioner. 





CLASS OF CORPORATIONS, ETC., SUBJECT TO TAX. 


1. The tax imposed by the act applies to all corporations, etc., described 
except those specifically exempted, without reference to the kind of busi- 
ness carried on. 

2. Every corporation, etc., not specifically enumerated as exempt shall 
make the return required by law, although its net income during the year 
may not have exceeded $5,000. 

*3. Corporations claiming special exemption should nevertheless make 
return (in blank if desired) accompanied by a statement setting forth the 
ground on which exemption is claimed. 

4. Corporations, etc., organized during the year or going into liqui- 
dation during the year should nevertheless render a sworn return on the 
prescribed form. The tax imposed, however, is held not to apply to cor- 
porations which went out of existence prior to the passage of the act. 
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5. Where company has dissolved and the required return is not made 
by its officers, such return will be prepared by commissioner. 

6. Where corporation has gone into bankruptcy, returns in such cases 
to be made by trustee in bankruptcy. 

*7. Railroad companies operating leased or purchased lines to include 
all receipts derived therefrom, and if bonded indebtedness has been 
assumed may deduct interest thereon to an amount not exceeding its own 
paid-up capital stock. If such subsidiary companies receive income in the 
way of rentals, etc., return to be also made by such companies. 

8. Corporations, etc., organized under the authority of the United 
States or any State or Territory thereof, or Alaska or the District of 
Columbia, to include in their returns not only the income derived from 
the business carried on within the confines of the United States, but 
income received from business transacted in any foreign country as well. 

*9. Corporations having branch or subsidiary companies to include in 
their returns the income of all such companies. 

10. Foreign companies having several branch offices in the United 
States should each designate one of such branches as its principal office 
and should also designate the proper officers to make the required return. 

*11. Where a consolidation of two or more corporations has been 
effected during the year, and each or any such corporation subsequent 
to such consolidation collects prior existing debts, each such corporation 
should make separate return and include therein all such collected debts, 
as also all income received during the year prior to the date of con- 
solidation. 

12. “ Principal place-of business” is held to mean the principal office 
where the company keeps its books from which the required return is to 
be prepared and not the place where the operating plant is located. 

13. As the law specifically provides that the tax imposed shall be com- 
puted on the net income during each calendar year, returns of income 
based on any period other than the calendar year can not be accepted. 

14. Full amount of stock, as represented by the par value of the shares 
issued, to be regarded as the paid-up capital stock, except when such stock 
is assessable on account of the deferred payments, in which case the 
amount actually paid on such shares will constitute the actual paid-up 
capital stock of the corporation. 

15. Capital stock held to include both preferred and common stock. 

16. Surplus and undivided profits not to be included in capital stock. 

*17. Holding companies known as “ Voting trusts,” receiving only 
dividends on stock held, and having no capital stock, etc., not liable. 

18. Mutual savings banks having no capital stock not liable to tax 
imposed. (Opin. Atty. Gen., Feb. 14, 1910.) 

19. Cooperative dairies not issuing stock and allowing patrons divi- 
dends based on butter fat in milk furnished not liable. 

29. Foreign steamship companies having no office in the United States, 
whose vessels only occasionally touch at ports in the United States, not 
regarded as doing business in this country within the meaning of the 
statute. 
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21. Companies organized in Porto Rico and not engaged in business 
in the United States not subject to tax. 

22. Corporations owning sugar or other plantations and disposing of 
the products thereof not entitled to exemption as agricultural organi- 
zations. 

23. Corporations organized to sell provisions, etc., to stockholders and 
others not exempted. 

*24. Corporations organized for the purpose of holding real estate to 
make return of income derived from the property so held. 

25. National banks do not come within any of the exemptions named 
in the act. 

26. “ Agricultural organizations” held not to come within the statu- 
tory exemption, unless their chief object is the promotion or advancement 
of agricultural interest, and no part of the net income inures to the bene- 
fit of their stockholders. 

27. Mutual Hail Association regarded as an insurance company and 
not as an agricultural association, and therefore liable to tax. 

28. Exemption in favor of fraternal beneficiary associations does not 
apply to mutual fire insurance companies. 

29. Limited partnership, if organized for profit and having a capital 
stock represented by shares, although no “certificates of stock” are 
issued, are liable to the tax imposed. (Opin. Atty. Gen., Feb. 14, 1910.) 

30. Building and loan associations not exempt if having a capital and 
loaning to others than members, i. e., if doing a business akin to banking 
business. 

31. Building and loan associations issuing stock on which dividends 
are guaranteed held to be liable to tax imposed. 

*32. Interest received on Government bonds to be included in gross 
income. (Opin. Atty. Gen., Jan. 13, 1910.) 

33. Returns should be signed and verified by two of the officers desig- 
nated in the law. Signing of one person holding two such offices not 
permitted. Agents for foreign steamship companies may sign the required 
returns, if so authorized by their companies. 

34. Returns not required to have corporate seal affixed. 

35. Returns filed with deputy collector regarded as having been filed 
with collector. 

36. No form of protest prescribed. Any form of protest sufficient 
if filed before payment of tax. Right of protest not to be denied. 


INVENTORIES, ACCOUNTS, ETC. 


*37. Where an inventory or its equivalent was not taken at the close 
of the year 1908, a supplemental statement showing such inventory ap- 
proximately must be submitted with the return on the regular form. Such 
supplemental statement shall be verified under oath by the treasurer or 
principal financial officer submitting the same. (T. D. 1578.) 

*38. Cost of manufactured articles, or articles in process of manufac- 
ture, held to include original cost of materials used, plus cost of labor, etc. 
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39. Mortgaged real estate should be inventoried at its full value, and 
amount of mortgage reported as indebtedness. 

*40. Profits realized on sale of real estate during year, also increase 
in value of unsold property, to be included in income. 

*41. Receipts during year from lands sold on installment to be included 
in gross income for that year. 

42. Receipts from sale of patent rights to be included in income. 

43. No particular system of bookkeeping or accounting will be required 
by the department. However, the business transacted by corporations, 
etc., must be so recorded that each and every item therein set forth may 
be readily verified by an examination of the books and accounts where 
such examination is deemed necessary. 


DEDUCTIONS, EXPENSES, ETC. 


44. It is immaterial whether the deductions are evidenced by actual 
disbursements in cash or whether evidenced in such other way as to be 
properly acknowledged by the corporate officers and so entered on the 
books as to constitute a liability against the assets of the corporation, etc., 
making the return. 

*45. Mortgage indebtedness on real estate, if assumed by the corpora- 
tion acquiring such real estate, to be included in the indebtedness of the 
corporation. But if not so assumed and remains only as a lien on the 
property, interest paid thereon may be deducted as a charge “ made as a 
condition to the continued use or possession of the property.” (Opin. 
Atty. Gen., Feb. 21, 1910.) 

46. Cost of erecting building, if included in lease under which prop- 
erty is held by company, is a proper deduction, to be prorated according 
to time fixed by lease. 

47. General expenses, such as coal, ship stores, etc., of foreign steam- 
ship companies, to be prorated as provided in act for interest deductions. 

48. Amount received by nursery companies from sales of trees, etc., 
less amount expended for seedlings and young trees, to be included in 
gross income. Amount expended for labor, salesmen, etc., to be deducted 
as expenses. 

49. Commissions allowed salesmen, paid in stock, may be deducted as 
expense if so charged on books. 

*so. Sales of stock and bonds are regarded as sales of capital assets 
and should be so accounted for. (Art. 2, regs. 31.) But proceeds derived 
from sale of bonds used in defraying ordinary and necessary expenses are 
a proper deduction in determining the company’s net income. 

51. Stock issued in payment of property purchased represents capital 
investments, and notes issued during the year represent indebtedness. 
Corporate funds applied to the payment of outstanding notes not a proper 
deduction in ascertaining net income. 

*s2. Amounts expended in betterments or repairs not a proper deduc- 
tion. A reasonable allowance for depreciation of stock, etc., is permissible. 

*53. Betterments and repairs not proper reductions as expenses, the 
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former being additions to the capital assets of the company, and the latter 
being offset by allowance for depreciation. 

54. Cost of replacing old rails, structures, etc., not regarded as ordi- 
nary and necessary expenses. Depreciation during year will be allowed, 
however, in such cases. 

55. Dividends received by corporations on stock of other corporations 
whose net income does not exceed $5,000 is nevertheless a proper deduc- 
tion under the law. (Opin. Atty. Gen., Jan. 24, 1910.) 

56. Dividends received on stock of foreign corporations not subject 
to tax not a proper deduction. 

57. Dividends paid employees in lieu of wages not proper deduction 
as expenses. 

58. Royalties on patent rights to be reported as income. Allowance 
for depreciation of patents expiring during year, however, will be 
allowed. 

59. Pensions paid or gifts made to employees are gratuities and not 
“ordinary and necessary expenses.” 

*60. Where allowances on account of salaries are deemed excessive and 
for the purpose of evading the tax due, investigation will be made, and 
if the facts warrant prosecution will follow. 

61. Interest paid on time deposits and deposits subject to check con- 
stitutes a proper deduction from the amount of gross income during the 
year. 

*62. Interest on portions of bonded or other indebtedness bearing dif- 
ferent rates of interest may be deducted from gross income during the 
year, provided the aggregate amount of such indebtedness does not ex- 
ceed the paid-up capital stock of the corporation. 

63. Interest paid during the year on notes given prior to January 1, 
1909, to be prorated. But interest on notes given in 1909, and payable 
subsequent to December, 1909, unless charged on the company’s books, is 
not a proper deduction from the income of that year. 

64. Interest or taxes accruing prior to the year for which return is 
made is not a proper deduction from the gross income for that year. 

65. Unearned premiums set aside by insurance companies as reserve 
not to be included as income until earned. 

*66. Funds set aside by company for insuring their own property not 
a proper deduction. 

67. As the tax imposed is measured by and is not a tax upon the net 
receipts of corporations, etc., interest received during the year on Govern- 
ment bonds is not a proper deduction from such income in determining 
the amount of tax due. (Opin. Atty. Gen., T. D. 1583.) 

68. State, county, or municipal taxes paid during the year a proper 
deduction in ascertaining the net income of corporations. 

69. Import duties or taxes if included in arriving at cost of goods are 
not deductible under the head of taxes paid during the year. 

70. Bad debts, if so charged off the company’s books during the year, 
are proper deductions. But such debts, if subsequently collected, must be 


treated as income. 


301 








The Journal of Accountancy 


DEPRECIATION. 


71. Where increase or decrease during the year in the value of real 
estate acquired in previous years, sold or held for sale, cannot be accu- 
rately determined, such increase or decrease may be prorated, as pro- 
vided by regulations in cases of sale of capital assets. 

*72. Depreciation in value of mines by the removal of ore, if not other- 
wise ascertainable, may be prorated as in the case of sales of capital 
assets. 

73. Depreciation in value of mines by the removal of ore, if in excess 
of 5 per cent of investment, to be explained in return rendered. 

74. Estimated depreciation in oil or gas wells, buildings, machinery, 
etc., to be stated in detail, if exceeding 5 per cent of value as previously 
inventoried. 

75. Corporations leasing mines and paying royalties on ore mined not 
entitled to deduction for depreciation. But corporations owning mines 
are entitled to allowance for depreciation based on fair estimate, etc. 

*76. Removal of timber from timber lands, while depleting the lands 
to the extent of such removal, is regarded as a change in the form of 
assets and not a depreciation within the meaning of the act. 

*77. Deduction on account of depreciation of property must be based 
on lifetime of property, its cost, value, and use. 

78. Voluntary removal of buildings, etc., for purpose of improvements 
not regarded as loss or depreciation, and no deduction therefor should 
be made. 

79. Depreciation of company’s stock a loss to the stockholders, but not 
a loss to the company issuing the same, and therefore not a proper 


deduction. 
Roya. E. CaBett, Commissioner. 


State C.P.A. Society in Louisiana 


The progress of the accounting profession in the South was shown 
in a very definite form last month in the organization of a State Society 
of Public Accountants in Louisiana. The organization was effected 
December 22, 1910, in New Orleans with a majority of the practicing 
accountants of Louisiana as charter members. A charter and by-laws 
were adopted and the following officers were elected to serve for the 
ensuing year: President, Henry Daspit; Vice President, P. W. Sher- 
wood; Secretary, Edmond F. Mielly; Treasurer, Robert C. Lloyd; and 
member of the executive board, G. V. Lyman. The active membership 
of the Society will be composed of Certified Public Accountants of 
Louisiana who actually maintain public accounting offices; the associate 
membership includes all those who do not maintain offices. 

THe JourNnAL takes this opportunity to extend its hearty welcome to 
the new society and its good wishes for a prosperous and useful life. 
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Obituary 
Alfred George Platt, C.P.A. 


From California comes the news of the sudden death of one of the 
foremost accountants of the Pacific coast, Alfred George Platt, C.P.A. 
Mr. Platt died at Havre, France, on November 19, 1910, on his way 
home from Paris, whence he had gone to visit his daughters. Mr. Platt 
was well known in the West as one of the first and most active pro- 
moters of the California State Board of Accountancy, as well as the 
organizer of the California Society of Certified Public Accountants. 

Mr. Platt was a native of Nottingham, England, in which city his 
grandfather had held the office of mayor. He came to San Francisco at 
the age of twenty and entered the field of banking, but about eight years 
later turned his attention to the field of expert accountancy and con- 
tinued in the accounting profession until his death, which occurred when 
he was fifty-eight years of age. 

The last ten years of Mr. Platt’s life were mainly devoted to the 
advancement of his profession, and those close to him realized how 
generous and impersonal his aim and ambition was. He was a profound 
student and scholar, a genial companion, and a staunch and loyal friend. 
In his daily business life he was always governed by a high sense of 
honor and integrity. His loss is deeply mourned by accountants not 
only in California, but in the East, where he had many close friends. 

The California State Society three years ago expressed to Mr. Platt 
a testimonial in the form of a preamble and resolutions which are re- 
printed below. 


Whereas, Atrrep G. Piatt, C.P.A., was one of the first and most 
active promoters of the 


State Boarp oF ACCOUNTANCY; 


likewise, the originator and most prominent and active of the organizers 
of the Carirornia Society oF CERTIFIED Pustic AccouNTANTS, and, 

Whereas; Mr. Pratt has held the office of President of this Society 
for four successive terms, devoting his means, ability and personal in- 
fluence at all times to the interests of its members, therefore, be it, 

Resolved; That we, the Catirornia Society or Certiriep Pusiic Ac- 
COUNTANTS, Inc., hereby gratefully express to Mr. Piatt our sincere and 
deep appreciation of his efforts in promoting our interests and welfare, 
and by these presents do acknowledge our belief in his generous and 
unselfish devotion to the present and ultimate success of ACCOUNTANCY 
as a profession, not only in California, but throughout the Unirep 
States, and be it further 

Resolved; That these Resolutions be spread upon the minutes of the 
Society, that a copy be sent to. THe AMERICAN ASSOCIATION OF PuBLIC 
AccoUNTANTS, and that an engrossed copy be presented on behalf of 
the Society to 

Mr. Atrrep G. Pratt. 
March 18, 1907. 


J. F. Foster, F. Bromiey JANSEN, 
Secretary, President. 
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Epitep sy Lee Gattoway, Ph.D. 


DECEDENTS’ ESTATES, by Joun E. Ruston, Erle Whitfield, N. Y. 
C., Publisher. 1910. Price, $1.00. 


Popularizing statutes is not an easy task; therefore it is not surpris- 
ing that much of this little volume is rather dry reading. Out of the 
total of about forty pages of reading matter contained in it, a full dozen 
are devoted to a restatement of the New York statutes which provide 
in minute detail for the descent of realty, the distribution of personalty, 
the administration by next of kin, the administration by the County Treas- 
urer or the Public Administrator and administration where an executor 
is dead, cannot act or does not qualify. Since these matters are highly 
technical and since in the author’s own language “the most unwise thing. 
which an executor or administrator, or anyone interested in an estate 
can do, is to endeavor to economize by doing the legal work involved 
himself,” it is doubtful whether it was worth while to devote so large a 
part of the book to these statutory provisions. The balance of the book 
contains valuable definitions, much general information and many useful. 
suggestions as to the general procedure in the administration of estates. 
The volume as it stands would be of use to the average executor or 
administrator, but it is hardly complete enough to become a vade mecum 
to the representative who has large interests in his keeping. 

Harotp DupLey GREELEY. 


TRUST COMPANIES OF THE UNITED STATES; compiled and: 
published by the United States Mortgage & Trust Company, New 
York. 


This is a clear, concise and accurate compilation of the statements of 
conditions of the Trust Companies of the United States as of June 30, 
1910. The companies are arranged in alphabetical order under the State 
names and their financial statements are given under a regular form so 
that it is possible to compare the standing and operations of companies 
doing business in any of the States with companies in any other State. 
The officers and directors are then given, together with a list of their New 
York City correspondents, dividend rates, stock quotations and other use- 
ful statistics. 

The compilers have appended a table giving the aggregate resources 
and liabilities of Trust Companies of the United States shown compara- 
tively as of June 30, 1908, 1909, and 1910, from which it is seen that, 
while in 1908 there were only 1.470 Trust Companies in the United States, 
having total resources valued at $3,917,442,356, there are at present 1,527 
such companies, with resources valued at $4,610,373,111. There is thus 
shown an increase of 3.4 per cent in the number of companies and an. 
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increase of more than 17.5 per cent in their total resources in the last 
‘two years. 

A useful digest of the regulations of the various State governments 
relating to Trust Companies, together with explanatory notes, is also 
given. This shows the requirements regarding reserves, and the classes 
of business the companies are permitted to carry on. 

We gather from the preface that the Trust Companies control prop- 
erty valued at over $30,000,000,000. They undertake a variety of business 
functions, including the trusteeship of corporate mortgages, adminis- 
tration of estates, fiscal agencies, custody of wills and securities, and 
attend to registrations and transfers. 

Trust Companies hold in trust many of the mortgages against which 
mortgages bonds are issued. They also hold in trust large quantities of 
securities pledged for collateral trust bonds, act for holders of equipment 
trust bonds, supervise escrow transactions between corporations, become 
trustees for securities deposited in connection with reorganizations and 
‘mergers and fulfil many similar useful functions for other corporations. 

The book is well printed and arranged. It contains more statistical 
‘matter relating to Trust Companies than any other work of recent issue. 


ArTHUR SELWYN-BrRowN. 


AUDIT PROGRAMMES, by E. V. Spicer, F.C.A., and E. C. Pecer, 
F.C.A. Published by H. Foulks Lynch & Co., 9 Fenchurch Street, 
London, E. C., 1910. Price, 2 shillings 6 pence, net. 


This little book will serve very well the purpose of a handy manual. 
‘One must judge it in this light or it might appear that there was much 
repetition. There are certain details that are common to most audits 
but in order to make each special business treated in the book a whole in 
itself and thus not tax the memory to supply the elements which every 
auditor might be supposed to know, the more important details are 
recapitulated in each case. 

The book will furnish valuable suggestions for students preparing 
for examinations, since the principal points requiring the auditor’s con- 
sideration are covered in thirty-five different lines of business. Although 
the legal requirements in England may cause the auditor to take cog- 
nizance of certain facts not considered essential in America, yet aside 
from this condition the points emphasized in this book will be gen- 
erally helpful to American readers as well as English. 

There are no notes explaining technical terms or any attempt to 
discuss auditing propositions. The following outline covering the prin- 
cipal points in the audit of an Hotel is typical: 

(1) Ascertain system of Internal Check. 

(2) Cast Cash Book. 

(3) Check Cash Book with Pass Book, and agree reconciliation state- 
ment, and obtain Certificate of Bank Balance. 

(4) Vouch Cash Book. 

(5) Check all Cash Postings. 
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(6) Vouch Petty Cash Book, and count balance. 

(7) Vouch Wages with Wages Book, seeing that they are properly 
certified and check a certain proportion of costs and exten- 
sions. The system of preparing the Wages Sheets and of pay- 
ing Wages must be carefully inquired into. 

(8) Check Impersonal Postings. 

(9) Check Bought Journal with Invoices, seeing that the same are 
properly initialed by the parties responsible for passing them, 
and that they are extended into their proper column if the 
Journal is in columnar form. 

(10) Check Balances of Bought Ledger, and verify with statements. 

(11) Examine Visitors’ Ledger and vouch the daily totals into the 
Summary, and from the Summary into the Impersonal Ledger 
and Cash Book. 

(12) See that the items paid out on account of Visitors are properly 
charged up to them, and collected. 

(13) See that proper Stock Accounts are kept for the wines, spirits, 
cigars, etc. 

(14) See that the depreciation of Bedding, Linen, Plate, Cutlery, 
China, etc., is properly dealt with. It is usual either to revalue 
these items on the occasion of each Balance Sheet, or to create 
a Renewals Reserve Account, crediting thereto an ample 
amount, according to previous years’ experience, and charging 
the actual renewals thereto, the balance being carried forward. 

(15) See that proper provision is made for depreciation of Furniture 
and Premises. 

(16) See that proper reserves are made for re-decoration, if necessary. 

(17) Vouch all capital expenditure. 

(18) Verify Title Deeds of property and other securities (if any). 


MORE. A STUDY OF FINANCIAL CONDITIONS NOW PREV- 
ALENT, by Georce Oris Draper. Published by Little, Brown & 
Co., Boston, 1908. Price, $1.00. 


Within the space of 246 pages Mr. Draper presents an unique study 
of Trusts, the Tariff, Currency, Unionism, Socialism, Government Inter- 
ference, etc. He not only analyzes these questions but suggests remedies 
where errors are discovered. The body of the book is written after the 
manner of a social philosophy. Waste consumption is attacked and sane 
expenditure is championed. The author has relied upon simplicity of 
style and epigram to make his philosophy clear. Little illustrative ma- 
terial accompanies the text. The author has collected his illustrative facts 
into the appendix. One might differ from the author at almost any 
point, but there would be little use in doing so, since an opposite statement 
of opinion would simply amount to a denial of the author’s contention 
—especially would this be the case in the chapter on the benefits of a 
protective tariff. A few extracts will illustrate the author’s method of 
attack and will sufficiently indicate his point of view: 


“Combinations of men are just as dangerous as combinations of 
capital. Our labor unions often monopolize the means for producing 
certain values and extract a very substantial penalty from the public at 


large.” 
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SOCIALISM 


“We are heading squarely toward socialism. . 

“ While at the time of writing neither of the greater political parties 
has formally adopted the creed, they are both showing fear of the public 
opinion that is forcing the government into lines of inspection, control 
and creation, which not only enlarge its scope, but materially increase 
its expenses. There is a definite movement toward education of the voter 
with the idea of making the majority socialistic by degrees. The growth 
of this factor is significant of changes to come. 

“Government interference surely paves the way to government owner- 
ship. When supervision becomes a drain on the taxpayer he will welcome 
the control that shall not need to inspect itself. The present owners will 
be glad enough of such relief themselves if the espionage increases. 

“The fact that certain foreign countries can honestly administer a 
few of their own utilities, in special and particular instances, is of no 
significance in considering our own problem. 

“ Socialism in its extreme and logical adaptation, means equal hours 
for all and equal pay, irrespective of capacity. It aims at final absorp- 
tion of all property by the state, through over-taxing the rich or making 
them so uncomfortable as to leave the country. 

“Government ownership of utilities would hardly give profit when 
run by the sort of government that would sanction such ownership. 

“If socialism is to equalize wages, the present well-paid laborers in 
lines requiring skill and judgment can expect a sharp scaling downward. 

“ Labor unites to gain strength by volume. If its acts en masse were 
guided by clear reasoning and justice, they could effect good purpose. 
When guided by mere greed, envy of those more fortunate, or a spirit 
of revenge for real or fancied injury, they are commonly unethical and 
unwise. 

“The conditions in the building trades furnish an excellent illustra- 
tion of unionism gone mad—less buildings and higher rents for the com- 
munity in order that some special limited class shall have shorter hours 
and higher pay than other laborers of equal capacity.” 


REVISION OF THE TARIFF 


“Many think to regulate the trusts and limit great fortunes by re- 
stricting the governmental favors which, according to their own inter- 
pretation of causes and results, have enriched certain individuals and 
corporations. They thus assume that a tariff is a tax on the many for 
the benefit of the few—an unethical, abominable fallacy. 

“ Protection does increase the industries protected. In our own coun- 
try it has certainly enabled a relatively high rate of wages in such in- 
a We have adapted our whole commercial system to a protected 
asis. 

“With any notable unsettling of tariff rates there would be periods 
of stoppage and uncertainty which would scare labor into the acceptance 
of any living wages at all. 

“The small business man is often quieted by the assertion that tariff 
reduction is only intended to limit the extortion of the trusts; but any 
measures that hurt the larger corporations may annihilate their weaker 
competitors. Flood a territory six feet deep and short men must drown.” 


REFORMING TRANSPORTATION 


“There is some talk of government ownership, but no sensible man 
supposes for an instant that such a change would lessen expense. Think 
of the common waste and theft in building state “a duplicated in 
innumerable stations, trackage and bridges! Think of the indolence and 
inefficiency of officials governmentally appointed! If we are too cor- 
rupt, as a people, to furnish honest management for private corporations 


307 











The Journal of Accountancy 


under present conditions, we are certainly unfit to apply governmental 
methods which commonly allow dishonesty to flourish more freely. 

“I anticipate the charge that I am writing in the interests of the 
monopolies; I plead guilty. I am writing in the interest of progress, 
growth, development—the true interests of the whole country, whether 
controlled by monopolies, aggregations or individuals. It were folly to 
hamper activity because its methods are often faulty. We must not shut 
down our industries because they fill the air with cinders. Keep them 
going while we find a way to prevent cinders. 

“One half of the expense of the average family is for swallowed 
stuff. Much of it serves no economic purpose—patent medicines, poisons, 
sloppy drinks and unnutritious fodder. Take out the harmful fraction 
and add the loss from poor cookery and ignorant waste, and we should 
eliminate one half, at least, of the entire cost and thus add twenty-five 
per cent to the average family income. 

“This statement will bear investigation. It implies a possibility of 
gain larger than anything suggested by trust regulation, tariff reform or 
any other popular movement.” 

But whether one agrees or disagrees with the author the purpose 
of the book is excellent and will have a decided effect in stirring up 


thought and quickening a feeling of a broader responsibility in many 
persons who have grown sluggish in mind and narrow in their social 


point of view. 
L. G. 


BUSINESS METHODS IN A HARDWARE STORE, by W. H. 
STEPANEK, published by the Author, Cedar Rapids, Iowa, 1908. 
Price, $1.50. 


The author is an experienced business man. The book is a com- 
bination of admonitory advice and illustrative material, both drawn from 
practical life in the hardware business. Hence the beginner and the man 
of experience may be helped by the same procedure—the one instructed ; 
the other informed. The first part describes a system of bookkeeping in 
actual use in the Hardware business, giving reproduction of blanks and 
forms; the second part shows how the hardware business may be adapted 
to a policy involving the selling of goods on the installment plan; and 
part three shows photo-reproductions of the internal arrangement of a 
hardware store. 
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Epitep By CHARLES W. GErSTENBERG, PuH.B., LL.B. 


‘The Legal Department of THE JouRNAL OF ACCOUNTANCY is prepared to render a genuine 
service of its subscribers and readers, by undertaking to answer legal questions submitted to it. 
These questions, while they may be suggested by the problems that arise to the practice of our 
correspondents or by the more theoretical requirements of examination boards, should always 
be so stated as to call for single propositions of law. Whenever the Department receives a 

uery the correct answer to which may vary with many possible but unstated circumstances 
the correspondents will be asked to give the details or advised to consult local counsel. Reason- 
ably prompt replies by the Department will be made by personal communication or through 
the columns of THE JouRNAL. Address all communications to THE JOURNAL OF ACCOUNTANCY, 
Legal Department, 32 Waverly Place, New York City. 


RicHt oF Dummy Drrectors to INspect Books oF A CORPORATION 


PEopLe ex rel. STAUFFER vs. Bonwit Bros. (Supreme Court, Special 
Term, New York County) 125 N. Y. Supp. 958. 

“Wuitney, J. Relator is secretary and a director of the defendant 
corporation. His right as such to examine its books is undisputed. 
People ex rel. McInnes vs. Columbia Bag Co., 103 App. Div. 208, 92 N. Y. 
Supp. 1084; People ex rel. each vs. Central Fish Co., 117 App. Div. 77, 
101 N. Y. Supp. 1108; People ex rel. Grant vs. Atlantic Terra Cotta Co., 
196 N. Y. 523, 89 N. E.1108. But the other two directors refused to 
allow him to exercise his right and took proceedings to call a special 
meeting of themselves as stockholders to amend the by-laws and remove 
him from office forthwith. No malfeasance on his part is charged. Their 
theory is that the corporation is a mere partnership in corporate form; 
that they own it, and he never has had any pecuniary interest in it; 
that he is a mere dummy, who has been put forward by them because 
the statute requires three directors; that in fact they are the cor- 
poration, and he is merely a means whereby, without benefit or protec- 
tion for himself, they may escape personal liability for the risks of the 
business which they are carrying on. But they cannot be heard to say 
that they have created a dummy director for the purpose of enjoying 
a corporate asylum without dividing their real powers with the third 
person required by the statute to share them. Relator must be taken to 
be a real director, who has been incurring the real responsibilities and 
risks of that position, and is equal to either of his colleagues in direc- 
torial power and standing. For his own protection and that of the 
creditors, he is entitled to examine the books up to the time of his 
removal, and, if the removal be sudden, then I think that he should have 
opportunity for a reasonable time thereafter to do so. The order to show 
clause contains a clause staying defendants from removing him or amend- 
ing the by-laws so as to permit his removal pending the final disposition 
of this application. 

They ask for the immediate excision of this clause from the order, 
claiming that it violates Section 305 of the general corporation law 
(Consol Laws, ¢ 23), since the order to show cause was granted with- 
out notice to them. I think that there are two answers to this. First. 
The amendment of the by-laws and sudden decapitation of the secretary 
are not the general and ordinary business of the corporation, and a 
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temperary restraint of these specific acts is not such a restraint from 
the performance of the duties of the majority directors as is contem- 
plated by that section. So to rule would be going beyond even Wilkie vs. 
Rochester & State Line R. Co., 12 Hun. 242, upon which they rely, and 
I doubt whether that case, which seems never to have been followed, is 
to be regarded as law. Second. This is not an injunction, and the section 
cited therefore is not applicable. I doubt whether such a stay clause in 
such an order has any efficacy whatever—whether relator could prevent 
his immediate removal otherwise than by beginning a suit in equity, 
giving the requisite undertaking and obtaining a temporary injunction in 
regular form. But for the reasons heretofore stated I do not think that 
it was necessary for him to procure such an injunction in order to obtain 
an inspection of the books. 
Motion granted.” 


ImMporTANT New York Decision oN LEGAL STATUS OF MEMBERS 
OF A SYNDICATE 


Court of Appeals of New York, Jones vs. Goutp, 92 N. E. Rep. 1971. 
The following is a complete copy of the opinion. 

Cutten, C. J. The action was brought at law. The complaint set 
forth the execution of an agreement between the defendants and various 
other parties for the formation of a syndicate, to be known as “Little 
Kanawha Syndicate,” for the purpose of an existing line of railroad 
and an extension thereof, and the acquisition and development of coal 
lands and coal mines, of the operations and activities of which the de- 
fendants were given the absolute management and control; that the de- 
fendants, pursuant to the power and authority vested in them as man- 
agers of the syndicate, requested the plaintiff to buy certain coal lands 
and pay the purchase price thereof, which purchase money, together with 
the incidental expenses of plaintiff in prospecting, examining and drill- 
ing said lands, the defendants promised and agreed to pay to the plaintiff ; 
the purchase by the plaintiff, in pursuance of said request, of some 18,000 
acres of land for $370,000, which amount the defendants promised and 
agreed to repay the plaintiff, with interest from the date of the purchase; 
and that the incidental expenses of the plaintiff amounted to the sum 
of $90,000. The relief demanded was a money judgment against the 
defendants for the sum mentioned. A copy of the blank form of syndi- 
cate agreement was annexed to the complaint, but, while the complaint 
alleged that the agreement had been subscribed by various parties as 
well as by the defendants, the names of none of such parties were given. 
The defendants answered separately. On the first trial of the action the 
plaintiff recovered a judgment which, on appeal, was reversed by the 
Appellate Division and a new trial granted (123 App. Div. 236, 108 N. Y. 
Supp. 31). In the opinion rendered on that appeal the learned court 
below held that the complaint did not state a cause of action. On this 
opinion the defendants moved at Special Term, under section 547 of 
the Code of Civil Procedure, for judgment on the pleadings, which mo- 


310 


Legal Department 


tion was granted, and from an affirmance of the judgment by the Appel- 
late Division this appeal is brought. 

The theory on which the respondents prevailed below is that the only 
charge stated in the complaint against the defendants is that acting as 
agents for a known principal they incurred the liability stated in the com- 
plaint. Of course, the contracts of an authorized agent acting on behalf 
of a known principal do not impose a personal liability upon the agent. 
But an agent, though he be known to be such, may pledge his personal 
credit, for the party with whom he contracts may require it, and he 
himself may see fit to assume the obligation. The allegation of the com- 
plaint in terms charges a personal agreement by the defendants. It is 
that said defendants “promised and agreed to pay.” The learned judge 
who wrote for the court below, however, was of opinion that this allega- 
tion was to be construed in connection with the other allegations of the 
complaint, as intending to charge that the defendants, only on behalf of 
the syndicate, promised and agreed to pay. We think that the clear and 
unqualified allegation of defendants’ promise to pay cannot be thus lim- 
ited. In this view it must be said that the allegations of the formation 
of a syndicate and its various provisions were out of place in the com- 
plaint, although on the trial these matters might become material as part 
of the story of the transaction. But, if we should accept the view taken by 
the Appellate Division, still the complaint sets forth a good cause of ac- 
tion. By the terms of the syndicate agreement, it was provided that each 
subscriber thereto should be liabble only to the syndicate managers, and 
then only to the amount of his subscription. It was the intention of the 
agreement that the subscribers should incur no liability to third parties, 
and, if that intention be held effectual in law, then the defendants were 
not authorized to pledge the responsibility or credit of the subscribers 
to any extent. If, however, we assume that under the law the sub- 
scribers to the syndicate agreement became partners as to third parties, 
despite their agreement not to become such, as among themselves, then 
the defendants themselves, as parties to the syndicate agreement, were 
principals equally with the other subscribers. That agreement recites, 
“and said George J. Gould, Joseph Ramsey, Jr., and Wm. E. Guy, and 
the subscribers hereto wish to form a syndicate,” etc. In this view of the 
case the respondents have been sued on an obligation incurred jointly 
with other parties who should have been joined as defendants. The 
objection to such nonjoinder should have been taken by demurrer or 
answer. It has been raised by neither. Hence the objection has been 
waived, and the action may properly proceed against the present de- 
fendants alone. Code Civ. Proc. § 499. We see no theory on which the 
judgment below can be sustained. 

The judgments of the Appellate Division and of the Special Term 
should be reversed, and new trial granted, with costs to appellant in all 
courts. 
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Booxs oF AccouNT AS EVIDENCE 


The following paragraph, taken from the opinion of Chief Justice 
Gummere in the New Jersey Court of Errors and Appeals, will be inter- 
esting to accountants. (City of Bayonne vs. Standard Oil Co., 78 Atl. 
Rep. 146.) 

Ordinarily, books of account are legitimate prima facie evidence to 
show the sale and delivery, in the usual course of business, of personal 
property. Oberg vs. Breen, 50 N. J. Law, 146, 12 Atl. 203, 7 Am. St. 
Rep. 779. And so, if the plaintiff had put in its books showing the 
account against the defendant without explanation as to the manner in 
which it was made up, and then rested, it would have established a prima 
facie case against the defendant, for the books apparently show the sale 
and delivery to the defendant of the amounts of water specified therein. 
But the testimony of Mr. Hickey disclosed that the account in the books 
was not, in fact, a record of the sale and delivery of water, but a record 
of the conclusions drawn by the water department from the readings of 
the various meters hereinbefore referred to. Such a record proves 
nothing against the defendant, and is no evidence of the sale and de- 
livery of water to it. But it is contended by the plaintiff that the books 
are competent evidence of the readings of the meters; and that these 
readings show the delivery to, and use by, the defendant of the quantity 
of water charged against it. Conceding, for a moment, that the books 
have the probative force claimed for them, they fail to establish a case 
against the defendant, for there is nothing in the proofs to show that 
the Avenue I and the Barrel Factory meters, rather than the 23 meters 
on the defendant’s plant, accurately registered the quantity of water pass- 
ing through them. Apparently no tests were ever made by the city of 
any of them during the whole period covered by the account, notwith- 
standing the fact that, as Mr. Hickey himself testifies, “At times all 
meters will get out of order.” Without such tests, with no proofs to 
show the accuracy of the registration of either set of meters, there was 
nothing from which a jury could say that the one set of registrations, 
rather than the other, should be accepted. This is not denied. But 
counsel for the plaintiff contends that, in the absence of proof to the 
contrary, all of the meters should be assumed to have registered ac- 
curately, and argues that on this assumption the conclusion follows that 
the defendant unlawfully abstracted from the main, from some point or 
points between the Barrel Factory meter and those installed upon its 
plant, the amount of water for which this suit is brought. Such a conclu- 
sion, it seems to us, demonstrates the impropriety of the assumption. The 
rule is universal that fraud will never be presumed. It must always be 
proved, either by direct and positive evidence, or by proof of circum- 
stances from which it is fairly and reasonably to be inferred. It will 
never be adjudged against a party upon facts which are assumed, but 
not proved. We are of opinion, therefore, that, on the case as it stood 
when the plaintiff rested, the direction of a non-suit was proper. 

The trial court also refused to admit in evidence the notebooks of 
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meter readers showing the results of their readings during the period 
covered by this litigation, or to permit Mr. Hickey, the water registrar, 
to read from them. The persons who transcribed the readings into these 
books were not called to identify them or to prove their accuracy. The 
theory of the plaintiff seems to be that they proved themselves. This 
theory we incline to think unsound. See Lindenthal vs. Hatch, 61 N. J. 
Law, 29, 39 Atl. 662. But, assuming the contrary, they were not evi- 
dential against the defendant for the reason stated in the earlier part of 
this opinion, and for this reason they were properly rejected. 


RIGHT oF CoRPORATION TO EmpLoy Person For LIFE. 


In the case of Lee vs. United States Graphite Company, the 
Supreme Court of Michigan was asked to pass upon a contract by which 
a dealer in a stove polish, who sold his business to the defendant cor- 
poration, was to receive $100 a month during his lifetime, it being made 
a condition of the contract that the vendor was to help the corporation 
with his advice and experience if his health would permit. Objection 
was made to this contract on the ground that the corporation entering 
into it was undertaking without proper authority the business of insur- 
ance, inasmuch as the contract amounted in effect to an annuity. 

The court held that the contract provided a proper compensation for 
the vendor, holding: 

“The agreement to pay the plaintiff so much per month during his life- 
time was based upon a good and sufficient consideration. It involved more 
than the mere purchase of annuity. It involved supposed benefits to 
accrue to the company from time to time. It was only a means of measur- 
ing the extent of the consideration which should be parted with for the 
purchase of this business.” 


CERTIFICATION. 


Revised statues of the State of Colorado, Section 3437, provided 
that the Water Commissioner keep an itemized account of the time of 
each assistant employed by him. This account was to be certified by the 
Commissioner to the Board of County Commissioners. The accounts of 
his deputies were sued upon and the certification required by the statute 
appeared as follows: “O. K. George Hider, Water Commissioner, Dist. 
No. 40.” The court held as follows: 

“Courts will determine the meaning of customary abbreviations which 
have a well-defined and pre well understood meaning without proof. 
The abbreviation ‘O. K.’ has a well-defined meaning and means ‘all 
right,’ ‘ correct,’ and is now commonly used as a brief but expressive cer- 
tificate of the correctness of the bill upon which it is endorsed.” 


Board of Commissioners vs, Hider, 107 Pac. Rep. 1068. 


CorporATION’s RicHt To Hotp Property. 


A recent decision of the Supreme Judicial Court of Massachusetts 
(Jan. 5, 1909), 90 Northeastern Rep. 572, recalls a subject of great 
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antiquity that ought to have some vital interest for the accountant. Put 
in plain English, the question is, How much property can a corporation 
hold and if it is given more who can attach the gift? It will be remem- 
bered that in comparatively recent times (1888) the late Judge Peck- 
ham, then sitting on the bench of the Court of Appeals of New York, 
wrote an opinion which deprived Cornell University of considerably 
more than $1,000,000. Cornell had a charter which permitted it to hold 
$3,000,000 of property. When Jennie McGraw Fiske died she bequeathed 
over a million dollars to the University for various purposes, and when 
her executor’s accounts came up for settlement it was objected on be- 
half of the heirs that the taking of these bequests, among them the 
residuary estate, by Cornell was ultra vires the corporation and that 
the bequests being void should revert to the heirs at law. (Matter 
of McGraw, 121 N. Y. 66.) The United States Supreme Court 
ultimately upheld the State Court in its contention that the corporation 
was without power to take the bequests and that the question 
could be raised by the heirs at law. The attorneys for Cornell 
had contended that the State alone could raise the question. This latter 
view, favoring the corporation and contending that if the bequest is 
valid in all other respects, it cannot be defeated by the heirs of the 
testator, for in so doing they attack what is within the power of the State 
alone to attach, this view, we say, is gradually gaining ground and we 
find it in the principal case (EvANGELICAL Baptist B. & M. Soc. vs. Ciry 
or Boston, 90 N. E. Rep. 572) reiterated as the present law of 
Massachusetts. 


Announcements 


Marwick, Mitchell & Co., Chartered Accountants, have announced the 
opening of an office in the Tremont Bank Building, 8 Congress Street, 
Boston, Mass., under the management of Mr. E. W. Mills. 


Messrs. Suffern & Son, of 165 Broadway, New York City, have an- 
nounced that Mr. Joseph Froggatt has severed his official connection with 
the Atlas Assurance Company, Ltd., to take charge of their Insurance 
Department. 


John F. Foster, Certified Public Accountant, has announced that he 
has removed his office from the Pacific Building to 413-415 California 
Street, between Sansome and Montgomery Streets, San Francisco. 


Charles W. Todd, of the Land Title Building, and Bird & Carlson, of 
the Crozer Building, Philadelphia, have announced that hereafter they 
will continue their practice as Certified Public Accountants under the 
firm name of Todd, Bird & Carlson, with offices in the Land Title Build- 
ing. The members of the new firm are Charles W. Todd, C.P.A., Theo- 
dore H. Bird, C.P.A., and John L. Carlson, C.P.A, 
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Conpuctep By Leo GreENDLINGER, M.C.S., C.P.A. 
Criticism and exchange of ideas will clear many a doubt and at the same time din banging 
shortcomings. To solve, compare and criticise C. P. A. problems and thereby to aid in 
about a uniform American standard for C. P. A. examinations, is the object of this 
— im 9 aid of suggestions and criticism from the professional brethren, it can oat 4 
achiev 


Following is a solution by Mr. J. F. Ruark, C.P.A., to problem 6 of 
the Virginia C. P. A. examination in Practical Accounting, held in No- 
vember, 1910. (The problem appeared in the January number of THE 
JOURNAL. ) 

THE GUNSAULUS CORPORATION 


OPERATING STATEMENT—MINES 














MINING 
Mining Labor........ $20,871.23 Costor Mintnc Car- 
Machinists and Engi- RIED Down TO 
RR Sopa $1,378.78 TRADING SECTION. . $59,715.52 
ee 672.10 —_— 
Ee 800.00 2,850.88 
NN i ces tk 5 207.51 
Electric Supplies... .. 2,488.55 
Electric Repairs...... 467.97 3,254.03 
Props, Ties and Cars. . 497.17 
Deadwork.......... 47.21 
MAINTENANCE: 
Re des isan 739.10 
ae 710.11 
Of Mine Cars. ..... 209.38 2,202.97 
Removal of Slate. .... 551.98 
Delivery of Tipple.... 3,571.28 4,123.26 
Royalty on Coal Mines 4,989.77 
COMMISSARY AND 
STABLES: 
Commissary eel 
chandise. . . 8,427.60 
Freight to Store. 472.93 
Store Expense and 
OS Ee 2,472.83 
ness and Labor Sta- 
St SS 925.75 
am = and Ex- 
pense—Stables.. . 124.22 12,423.38 
$59,715.52 $59,715.52 
TRADING 
Cost of Coal Mined. . $59,715.52 SALEs: 
Administrative Sala- ee $57,280.78 
ries and Supplies... $2,105.22 Less Allowances,etc. 637.40 $56,643.38 
Traveling Expenses. . . 221.67 2,416.89 Coal jae a 
an backiy 70.09 
Gross Loss CARRIED 
Down To PROFIT & 
Loss SECTION..... 5,418.94 
$62,132.41 $62,132.41 
PROFIT AND LOSS 
Gross Loss on Trading. $5,418.94 — from Miners’ 
Salaries and Supplies. . $1,562 , eee OR $1,572.27 
. me Se ia ain 171.19 $1,401.08 
NET oy CHARGE- —————_- 
ABLE TO SURPLUS. . 9,510.48 
5,492.62 
$10,911. 56 $10,911.56 
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C. P. A. Question Department 


THE GUNSAULUS CORPORATION 


MINES DEPARTMENT BOOKS 
JOURNAL ENTRIES 


The Flat Top Fuel Corporation, chartered under the laws of the State 
of Virginia, has this day purchased, taken over and assumed all Assets 
and Liabilities of the “ Mines Department” of this (The Gunsaulus Cor- 
poration) and the same are hereby transferred, set over and assigned to 
them on the books of this company, as by the following entries will more 
fully appear, in consideration of the subscription to fifteen hundred shares 
of the preferred capital stock of the said The Flat Top Fuel Corporation 
of the par value of one hundred dollars each; the equity appearing in the 
entries below being applied as part payment on account of the Gunsaulus 
Corporation’s subscription, the balance to be paid on call. 


Flat 2 Fuel Corporation................... $155,309.29 
To Sundry Assets (as per Mines Balance 

gO PPT re eee $155,309.29 
Sundry — (as per Mines Balance Sheet*) 


assum 
To Flat Top Fuel Corporation............. 65,861 .33 
Surplus (this equity being applied as part pay- 
ment on account of wden y 28 RRR fe Den 89,447.96 
To Flat Top Fuel Corporation.............. 89,447 .96 


The Balance Sheet of the Gunsaulus Corporation after foregoing 
entries would comprise the lumber accounts only and would be the same 
as “ Lumber Balance Sheet” which is given on page 320. 





* It is not necessary to state items in detail here for,the reason that pages 316 and 317 
itemize the Mines Balance Sheet. 
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THE FLAT TOP FUEL CORPORATION JOURNAL ENTRIES 


The Flat Top Fuel Corporation 
Chartered Under The Laws Of The State Of Virginia 
Having 
An ae Stock 
oO 
ees 
Divided into $250,000.00 Preferred, 
And $200,000.00 Common, 


All Shares Being 
Of The Par Value of $100.00 Each 





Gunsaulus Corporation Subscription Account. . . $150,000.00 
1,500 Shares Preferred at par 

A. Murphy Subscription Account............. 50,000.00 
500 Shares Preferred at par 

Andrew White Subscription Account.......... 50,000.00 
500 Shares Preferred at par 


To capital Stock Preferred Account....... $250,000.00 


2,500 Shares Subscribed for as above 


RR OE ne ee es a ae 50,000.00 





ToA. Murphy Subscription Account......... 25,000.00 
To Andrew White Subscription Account...... 25,000.00 


Being the agreed payment to be made at 
once, balance subject to call. 





Sundry Assets (as per ‘“‘ Mines Balance Sheet” 

of the Gunsaulus Corporation*) Transferred.. 155,309.29 
To Sundry Liabilities (as per ‘‘ Mines Bal- 
ance Sheet’’ of same Company*) As- 


SEE as ses ch pdudebied shone 404 nuiae es 65,861.33 


To Gunsaulus Corporation Subscription 


Gs inst) ch podnsinn spade tend hak 6's 89,447 .96 


Being the transfer to this (The Flat Top Fuel 
Corporation) company of all the assets and 
liabilities of the ‘‘ Mines Department”’ of 
the Gunsaulus Corporation, as by reference 
to the formal agreement and transfer will 
more fully appear, the equity (Surplus) of 
such assets and liabilities to be applied as 
part payment for the subscription of the 
said Gunsaulus Corporation to the preferred 
— of this company—balances subject 
to . 





* As these items are fully detailed on pages 316 and 317 ,we have deemed it unnecessary 


© repeat in detail in these entries. 
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THE GUNSAULUS CORPORATION 
LUMBER DEPARTMENT BOOKS 
*JOURNAL ENTRIES 


The entries which follow are made in accordance with an agreement 
made this day by and between The General Manufacturing Co., Inc., and 
The Gunsaulus Corporation, and others, whereby The General Manufac- 
turing Co., Inc., agrees to take over the lumber business of this company 
(with certain reservations and upon certain conditions) as by reference 
to the particular agreement will more fully appear: 


General Manufacturing Company............. $469,646.81 
To Sundry Assets (transferred)............. $469,646.81 
(For details see consolidated comparative 
Balance Sheet) 


Sundry Liabilities (assumed). ................ 11,496.24 
(For details see consolidated comparative 
Balance Sheet) 
To General Manufacturing Company........ 11,496.24 


is ee eine sense eesyntbaeess oses 82,982.92 
Losses sustained and allowance made in sale 
Ns. ccacicescchetébe cee 
CIID, cc a nccgsccsacseceess 82,982.92 
Allowance made from book value of Mill Plant 74,982.92 
Accounts Receivable Uncollectible.......... 8,000.00 


eed ahah bays sow sees 6 460 39,986.67 
Net excess of losses over gains. 
Sis 5s Gdwakbapieds ssacsd eds hse 39,986.67 
Toclose the latter account. 











NotE:—The entries to be made upon the books of the General Manufactur- 
ing Co., Rock Lumber Co., Severn River Lumber Co., are not given, since 
they are not asked for. 





* The foregoing entries are not called for in the problem, but are given so as to show the 
complete entries on the books of the Gunsaulus Corporation. 


